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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements

EXPRESSJET HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)

(In thousands, except per share data)

Three Months Ended

June 30,
2008 2007
Operating Revenue:
PSS NG . $ 435,867 $ 387,484
Ground handling and Other.............eeiiiiiiii e 11,309 8,160
447,176 395,644
Operating Expenses:
Wages, salaries and related COSES ........cccvvvvieeeiiiiiiiiiieee e 108,828 106,836
Aircraft fuel and related taxesS........oovvv i 95,962 73,638
AIFCIaft FENTAIS ... 86,758 86,150
Maintenance, materials and repairs ...........eeeieeeiiiiiiiieieee e 56,408 51,485
Other rentals and 1anding fEES .........ooiiii i 29,065 29,288
Ground handling .......oc.eeueiiiiie s 25,940 23,945
OULSIAE SEIVICES ...ttt e e e e et eaaeas 16,591 17,384
Marketing and distribUtion ... 11,515 6,981
Depreciation and amortization.............occueeeiiiiiiiiiiiieie e 8,788 6,096
Special charges 22,119 —
Other operating EXPENSES .......cocuviriieieee e e e e e e e s s s e e e e e s s e narrnrreeees 29,000 36,571
490,974 438,374
OPEIAtING LOSS ..ceiieiiiiiiiiii ettt e e e be e e e e e e e (43,798) (42,730)
Nonoperating Income (Expense):
Impairment charges on iINVESTMENES ..o (5,231) —
INEEIEST EXPEINSE ...eeiiiiieee ittt e e e e e e e e e s aaeeees (2,515) (1,785)
INEErEST INCOME ...t e e e e 1,399 4,652
L0 o1 -1 T14=To I T g1 (=] =1 A 263 378
Equity INVESIMENES 10SS, NEL......vveiiiiei i (378) (283)
OhEr, NEL..ceiieee e 1,531 69
(4,931) 3,031
LOSS Defore INCOME TaXES ....uuiiiiiiiiiiiiiiee e (48,729) (39,699)
INncome TaxX BENEit .......oooiiiiii e 16,999 13,295
NBE LOSS..ueiiuiiiurieitiectee st e et e ettt et e e e e st e e ete e eteeeateebeeebeesbeesbeesbeesbbeenbeenbeebeestee e $ (3,730) $ (26,404)
Basic and Diluted Loss per Common Share .........ccccccooevveeiviieeeecciee e, $ (0.62) $ (0.49)
Shares Used in Computing Basic and Diluted Loss per Common Share..... 51,329 54,021

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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EXPRESSJET HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)

(In thousands, except per share data)

Six Months Ended

June 30,
2008 2007
Operating Revenue:
PASSENQET ...ttt aaaaane $ 872,896 $ 792,457
Ground handling and Other...........coiiiiii e 22,448 15,746
895,344 808,203
Operating Expenses:
Wages, salaries and related COSES ........cvvveiiiiiiiiiieiee e 223,434 211,819
Aircraft fuel and related taxesS.........ocov e 193,949 127,224
AIFCIaft FeNtAlS .......oeeiiiee e 173,516 170,734
Maintenance, materials and rePairs .......cccceevvecvrrreeeeeee e e e e e 112,053 100,038
Other rentals and landing fEES ........ovvveiiiiciiiiiiie e 58,752 57,665
Ground handliNg ........ueeeieeiiiiiec e 51,952 48,170
OULSIHR SEIVICES ...ttt ettt e e ettt e e e e e e e sanbbeaeeaaeas 33,310 32,276
Marketing and diStribULioN ............oooiuiiiiiiii e 23,406 9,901
Depreciation and amortization...............cceeeoiiiiiiiiiee e 17,426 12,609
SPECIAlI CNAIGES ... 22,119 —
Other Operating EXPENSES ......oiiuuiiiiieee ettt e et e e e e e ebbeeeeaee s 64,208 66,156
974,125 836,592
(@] 0= = 11T I I TSR (78,781) (28,389)
Nonoperating Income (Expense):
Impairment charges on iNVESIMENtS ..........cooiiiiiiiieeiiiiieee e (18,892) —
INEEIESE EXPENSE ...eeiiiieeeiiiteie ettt e e e e re e e e e e e e anaeees (4,871) (3,585)
INEEIESE INCOMIE ....eiiiiiie ettt e e e e e e 3,762 8,546
Capitalized INTEIrEST.......ciii it 663 553
Equity iInVestmMents 10SS, Net........cooiiiiiiiii e (1,062) (382)
(01 1T SR 0T PR TP 1,610 11
(18,790) 5,143
LOSS before INCOME TAXES ....uuviiiieeeiiiiiiiieiee e e s et e e e e e s s e e e e e e (97,571) (23,246)
INcOMeE TaX BENETIt .....ooiiiiiiei e 34,533 7,009
INEE LOSS .veiviiiuiieie ettt e st e et et et e et e et e e be e ebe e sbe e saaeesbeeteesbeesbeesbeesteessneenreas $ (63,038) $ (16,237)
Basic and Diluted Loss per Common Share .........ccccccevvvvveeeiiieee s $ 1.23) $ (0.30)
Shares Used in Computing Basic and Diluted Loss per Common Share.. 51,303 53,988

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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EXPRESSJET HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(In thousands)

ASSETS June 30, December 31,
2008 2007
(Unaudited)
Current Assets:
Cash and cash equivalents..........c.ccccceevveevieeciieennnen, $ 95,725 $ 189,259
Restricted Cash .......ccoooeiiiiiiiiiiii e, 44,132 24,756
Short-term iNVestmMeNntS ......cooooeeivevviiiiiiieeeeeeeeiee e 51,864 —
Accounts receivable, Net.......ccccoeveeeiiiiiiiiieiieeee, 28,340 15,677
Spare parts and supplies, Net.......cccooiiiiiiiiiiiiinen, 26,374 26,598
Income tax receivable ...........cvveeeiiiiiiiiiiee e, 383 37,081
Prepayments and other.........ccccceeeviivciiieeee e, 8,847 9,013
Total Current ASSEtS .......ooeeeveviiiieieieeeeeeeee 255,665 302,384

Property and Equipment:
Owned property and equipment:

Flight equipment.......cccoooecciiiiie e, 225,515 233,237
ONET ..o 168,047 169,386
393,562 402,623
Less: Accumulated depreciation.........cccccceevvvnvnnnenn. (150,822) (139,044)
242,740 263,579
Capital Leases:

Ground service eqUIPMENt...........cceveeviiiiiiiereeeeeeeeenns 46 4,338
Less: Accumulated amortization..........cccccceeevuvvnneen. (9) (4,219)
37 119
Total Property and Equipment .........cccccoovviiiieeeeeenn. 242,777 263,698
Investments in Other EntitieS ..o 3,420 9,713

Reorganization Value In Excess of Amounts Allocable to
Identifiable ASsets, Net.........ccccoiiiiiiiiii e, — 12,789
Airport Operating Rights, net .........cccccoiiiiiiiiiiiee, 3,315 3,440
Debt Issuance COoSt, NEL........cccoiiiiiiiiiiiiee e 281 1,970
Other ASSEtS, NEL ... 3,482 3,614
TOtAl ASSELS ..eeeiiiiiei i $ 508,940 $ 597,608

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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EXPRESSJET HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(In thousands)

LIABILITIES AND June 30, December 31,
STOCKHOLDERS' EQUITY 2008 2007
(Unaudited)

Current Liabilities:
Current maturities of long-term debt ..., $ 3459 $ 138,159
Current maturities of capital lease obligations ...............ccc.uueeee. 3 217
ACCOUNLS PAYADIE ... 13,701 4,036
Accrued payroll and related COStS.......ooovviiiiiiiiiiiieiiiieeeeeee, 53,575 47,985
Accrued airport SErViCe COSES........uuiiiiiieeiiiiiieiee e et 19,399 22,875
Accrued maintenance, materials and repair COSts.................... 18,250 19,406
Accrued tax costs (other than income tax) ........cccccooevvvieeeneenn. 11,745 11,434
Air traffic lability ..........ceveeeei 29,593 18,213
Amounts due to Continental Airlines, Net.........ccccccovviiiiieenennn. 3,168 4,726
Accrued other liabilities ..., 22,344 29,633
Total Current Liabilities .........ccocvveriiiiieeee e 175,237 296,684
LoNG-term DeDt......ccoiieee e 7,578 9,308
4.25% Senior Convertible Notes due 2023...........cccccveveeiieeennn, 128,200 —
Capital Lease ObligationS ..........ccooviciviiieeee i 12 14
Deferred INCOME TAXES .....cccvvviirierrieeee e 16,421 49,662
Other Long-term LiabilitieS ..........coooiiiiiiiiiiiiee e, 8,985 9,500

Stockholders’ Equity:
Preferred stock - $.01 par, 10,000,000 shares authorized, no
shares issued or outstanding, respectively...........cccccccceennnne. — —
Common stock - $.01 par, 400,000,000 shares authorized, and

55,952,229 and 55,138,692 shares issued, respectively ...... 560 551
Additional paid-in capital ...........ccccvviieeeeiiiiie e, 173,704 171,260
Accumulated €arniNGS ......ceeeevierciieeieeee e e 7,589 71,786
Accumulated other comprehensive income.............cccccvvveeeennn. 1,641 540
Common stock held in treasury, at cost 3,308,518 and

3,104,497 shares, respectively ........ccccovevveeiiiiciiieeee e, (10,987) (11,697)

Total Stockholders’ EQUILY .......c.cvvveveeeeiiiiiieiieec e ceiveee e 172,507 232,440

Total Liabilities and Stockholders’ EQUity .........cccccccccvveeeennene. $ 508,940 $ 597,608

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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EXPRESSJET HOLDINGS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
(In thousands)

Six Months Ended

June 30,
2008 2007
Net Cash Flows provided by (used in) Operating Activities...............ccuuueee. $ (11,907) $ 32,245
Cash Flows from Investing Activities:
Purchase of short-term iNVesStmMents ... (65,075) —
Sale of short-term INVESIMENTS ........coovviiie e 650 —
Capital EXPENAILUIES ....eviiee e e e s e e e e e e (7,081) (32,289)
Investments in restricted Cash..........ccccvvveiie i (2,426) (11,343)
Net cash used in iNVesting actiVities .........ccccoevcvviieiee e (73,932) (43,632)
Cash Flows from Financing Activities:
Repurchase of commOon StOCK...........c.uuiiiiiiiiiiiie e (827) —
Payments on long-term debt and capital lease obligations ......................... (8,445) (868)
Proceeds from issuance of common stock related to Employee
Stock PUrchase Plan ... 1,305 —
Proceeds from short term finanCing ... 272 66
Net cash used in financing activities .........cccceevviviiiiieeee e (7,695) (802)
Net Increase (Decrease) in Cash and Cash Equivalents ............ccccccuveeeeee.. (93,534) (12,189)
Cash and Cash Equivalents - Beginning of Year.........cccccccoviiiiiiiiiiiiininnnnn. 189,259 291,633
Cash and Cash Equivalents - End of Period.............ccccooveiiiineiniicnecnen, $ 95,725 $ 279,444
Supplemental Cash Flow Information:
INtEreSt PAI, NEL ....vviieie e e e e e $ 3,462 $ 3,457
Income taxes refunded, NEt..........cccviviiiiierie e $ 37,796 $ 2,119

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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EXPRESSJET HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

Overview

ExpressJet Holdings, Inc. (“Holdings”) has strategic investments in the air transportation industry. Our
principal asset is all of the issued and outstanding shares of stock of XJT Holdings, Inc., the sole stockholder
of ExpressJet Airlines, Inc. (referred to in this report as “Airlines” and, together with Holdings, as “ExpressJet”,
“we” or “us”). Our primary business is the operation of 274 aircraft. As of June 30, 2008, we flew aircraft in
the following services for various customers:

Contract Flying

« 205 aircraft for Continental Airlines (“Continental”) as Continental Express pursuant to a
capacity purchase agreement (the “Continental CPA");

« 10 aircraft for Delta Air Lines (“Delta”) as Delta Connection pursuant to a capacity purchase
agreement (the “Delta CPA"); and

« 12 aircraft in our Corporate Aviation division, which is dedicated to charter contracts and ad-hoc
charter service.

Branded Flying

* 34 aircraft under our own ExpressJet brand; and
« 13 aircraft for Delta pursuant to a prorate revenue agreement (the “Delta Prorate”) under which
we share passenger revenue risk and incur pricing, scheduling and revenue management costs.

Aviation Services includes our ground-handling services pursuant to our contracts with Continental
and other airlines at 50 airport locations across the United States as of June 30, 2008, as well as ExpressJet
Services, LLC (“Services”), our wholly owned repair and overhaul subsidiary. Under Services’ brand, we
provide composite, sheet metal, interior (including seat refurbishment) and thrust reverser repairs, as well as
aircraft painting, throughout our five facilities in the United States and Mexico. Revenues are earned and
recognized when we complete various jobs and bill our customers for the products and/or services delivered.

Industry. The airline industry is very competitive and is facing unprecedented challenges including a
weak U.S. economy and dramatic price increases in fuel that are having a crippling effect on the industry.
Some airlines have been able to use the bankruptcy process to restructure and lower their operating costs.
Additional pressures on airlines from potential consolidation among legacy carriers, the Internet as a
distribution system and the intense competition from lower-cost carriers have resulted in announcements of
significant capacity reductions, increases in fuel surcharges, fares and other fees. In addition, regional
carriers’ networks have become susceptible to mainline partner risks as legacy carriers are becoming more
aggressive in down-sizing and terminating contracts.

Continental CPA. Our relationship with Continental remains central to our success as a majority of
our fleet continues to support Continental’s network. In June, we entered into a new seven-year capacity
purchase agreement with Continental by amending and restating the existing Continental CPA. The amended
Continental CPA, which became effective July 1, 2008, will allow us to continue flying the 205 aircraft currently
flown for Continental for the foreseeable future while providing Continental the right after one year to withdraw
up to 15 aircraft. The amended agreement significantly decreases Continental’'s governance rights under the
original agreement, including easing change-in-control limitations on ExpressJet, reducing restrictions on
ExpressJet flying into Continental’s hub airports, and removing the most-favored-nation clause, allowing
ExpressJet to actively pursue flying for other carriers and to consider other strategic alternatives. The
amended agreement also removes Continental’s right to early termination of the agreement without cause.
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The amended agreement provides payments to us at a pre-determined rate based on block hours
flown and to reimburse us for various pass-through expenses including passenger liability insurance, hull
insurance, war risk insurance, landing fees and substantially all regional jet engine expenses under current
long-term third-party contracts with no margin or mark-up. Under the amended Continental CPA, Continental
will be responsible for the cost of providing fuel for all flights and for paying aircraft rent for all aircraft covered
by the amended Continental CPA. The fixed block hour rates are considerably lower than the rates under the
original agreement and will be subject to annual escalations tied to a consumer price index (capped at 3.5%)
at each anniversary date. We intend to return to Continental up to 39 aircraft previously released from the
original capacity purchase agreement, with Continental bearing the expense related to the aircraft following
their return. ExpressJet also is focused on aggressively reducing costs in the coming months in response to
the amended agreement with Continental and the economic difficulties facing the entire airline industry.

Of the 69 aircraft operating outside of the Continental CPA, we will retain 30 aircraft at reduced rental
rates to operate within ExpressJet's Corporate Aviation division. These aircraft will be dedicated to existing
and new long-term charter flying arrangements, corporate shuttle arrangements, and ad-hoc charter service.
Beginning September 2, 2008, the remaining 39 aircraft will transition back to Continental during the fourth
quarter 2008.

We also entered into a settlement agreement with Continental to release the parties’ claims at the time
of the agreement to amend the then existing capacity purchase agreement, relating to certain identified
payments under such capacity purchase agreement, including disputes previously disclosed as possible
matters for arbitration.

Capacity Reductions. Although we believe we made exceptional progress in establishing our brand,
increasing our market share and adjusting our schedule appropriately, dramatically high fuel prices have
continued to make the Branded Flying operation impossible to sustain. On July 8, 2008, we announced the
suspension of flying under several lines of our at-risk flying operations in September 2008. Additionally,
ExpressJet and Delta Air Lines mutually agreed to terminate our capacity purchase and pro-rate flying
agreements effective September 2, 2008.

Convertible Debt. On August 1, 2008, holders of our 4.25% convertible notes due 2023 had the right
to require us to repurchase their notes at a price equal to 100% of the principal amount of the notes plus any
accrued and unpaid interest. Under the indenture governing the convertible notes, we were able to satisfy the
obligation with either cash, shares of our common stock, or a combination of cash and shares. Since June 30,
2008, we took the following actions under consultation with our independent financial advisors:

» Received shareholders approval for two proposals that provided us greater flexibility in satisfying
our repurchase obligations with respect to the convertible notes, which included the ability to issue
such number of shares of our common stock as necessary to repurchase all outstanding
convertible notes that were tendered on July 31, 2008, and an increase of our authorized common
stock from 200 million shares to 400 million shares;

» Commenced our repurchase offer for the convertible notes and provided written notice to the
trustee of our intention to pay the repurchase price wholly in shares of our common stock;

» Unilaterally amended the indenture governing the notes to increase the coupon from 4.25% to
11.25% over the remaining note term, to provide security based on a pro-rata amount of collateral
and to provide for an additional repurchase date on August 1, 2011, in order to provide improved
terms and additional flexibility for the noteholders; thus, incentivizing existing holders to retain their
notes in lieu of tendering; and

e Issued 163.8 million shares of our common stock in payment of the repurchase price for the
$59.7 million principal amount of the notes validly tendered and to settle accrued and unpaid
interest due August 1, 2008. Because the common stock was issued in exchange for the
convertible notes exclusively with the existing holders of the notes, and no commission or other
compensation was paid in soliciting the exchange, the securities are exempt from registration
under Section 3(a)(9) of the Securities Act of 1933.

-7-
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Following the completion of the tender offer, $68.5 million aggregate principal of our 4.25% Convertible
Notes due 2023 remains outstanding. As provided in the amended indenture governing the notes, the notes
have become our 11.25% Convertible Notes due 2023, which can be put to us in August 2011.

Liquidity. In light of the amended CPA agreement with Continental, aircraft withdrawals, dramatically
lower utilization, dramatically lower block hour rates, our diminishing stock price and the continuing increases
in the price of fuel, we believe cost restructuring and cash preservation is crucial to sustain our liquidity and
meet our financial obligations over the next year. Additional cost savings initiatives are essential at this time to
maintain an appropriate operating margin and preserve our cash. These include, individually or in
combination, if required:

« obtaining wage and benefit concessions from all of our employees;

« reduction-in-force to match reduction-in-capacity;

« obtaining third-party vendor concessions;

« reducing capital expenditures to only those required by law or operational necessities;

« borrowing against or liquidating our auction rate securities (“ARS”) holdings; and

« selling unencumbered assets, tangible or intangible, or subleasing the aircraft we lease from
Continental;

Our 2008 cash flows as of the date of this filing have included the following sources of cash outside of
normal operating revenues:

« $37.8 million tax refund for prior year loss carryback provisions, received in June 2008; and

* $23.0 million, of which $20 million was received in July 2008, non-operating gain from the
monetization of fuel fixed forward contracts subsequent to capacity reductions in September
2008.

We believe that our existing liquidity and projected 2008 cash flows, including the incremental sources
of liquidity described above and implementation of cost saving initiatives will be sufficient to fund current
operations and our financial obligations through the year ending December 31, 2008. However, as noted
above, factors outside our control may dictate that we alter our current plans and expectations and could have
a material adverse impact on our ability to sustain operations over the long term.

The interim financial information is unaudited, but reflects all adjustments necessary, in our opinion, to
provide a fair presentation of our financial results for the interim periods presented. These adjustments are of
a normal, recurring nature. In addition, all intercompany transactions have been eliminated in consolidation.
Certain amounts reported in previous periods have been reclassified to conform to the current presentation.
These interim consolidated condensed financial statements should be read in conjunction with the financial
statements and the notes thereto contained in our 2007 10-K.

Note 1 — Summary of Significant Accounting Policies

The accompanying consolidated financial statements have been prepared in accordance with U.S.
generally accepted accounting principles and include the accounts of Holdings and its subsidiaries. All
material intercompany transactions have been eliminated in consolidation. The following are changes to the
accounting policies and estimates described in our 2007 10-K.
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Fair Value Measurements. In September 2006, the Financial Accounting Standards Board (FASB”)
issued FASB Statement No. 157, Fair Value Measurements (“Statement 157”), which is effective for fiscal
years beginning after November 15, 2007. Statement 157 defines fair value, establishes a framework for
measuring it and expands disclosures about assets and liabilities measured at fair value. We adopted the
provisions of Statement 157 as of January 1, 2008 for our financial assets and liabilities. However, the FASB
deferred the effective date of Statement 157 for one year as it relates to fair value measurement requirements
for nonfinancial assets and liabilities that are not recognized or disclosed at fair value on a recurring basis until
20009.

The new standard provides a consistent definition of fair value which focuses on exit price and
prioritizes, within a measurement of fair value, the use of market-based inputs over entity-specific inputs. The
standard also establishes a three-level hierarchy for fair value measurements based on the transparency of
inputs to the valuation of an asset or liability as of the measurement date. The three tiers of fair value input
are defined below:

e Level 1 — inputs to the valuation methodology which are quoted prices in active markets for
identical assets or liabilities;

e Level 2 — inputs to the valuation methodology which are quoted prices in active markets for
similar assets or liabilities, quoted prices in markets that are not active; or other inputs that are
observable, either directly or indirectly, for substantially the full term of the assets or liabilities;
and

* Level 3 — inputs to the valuation methodology which are unobservable and significant to the fair
value measurement.

As of June 30, 2008, we held cash equivalents and short-term investments of ARS that were required
to be measured at fair value. We used the market approach to value our cash equivalents (see below for a
discussion of our ARS). The market approach uses prices and other relevant information generated by
market transactions involving identical assets.

In February 2008, we invested in $65 million of auction rate security investments which are classified
as available-for-sale securities and reflected at fair value. The fair value of our ARS is estimated using a
discounted cash flow valuation model as of June 30, 2008. Our valuation model considers, among other
items, the collateralization underlying the ARS, the creditworthiness of our counterparties, the timing of
expected future cash flows, and a discount rate which accounts for the liquidity issue associated with the
current market conditions. These securities were also compared, where possible, to other observable market
data with similar characteristics, however, due to the contraction in the credit markets and other factors, the
market for ARS is currently dormant. As we could not predict when the market would recover and needed to
avail ourselves the flexibility to sell our ARS in the next 12 months, we evaluated and classified, in accordance
with accounting guidance our ARS as short-term investments and recognized in the first quarter of 2008 an
other-than-temporary impairment of $13.7 million, resulting in an adjusted carrying value of $50.9 million. As
of June 30, 2008, we estimated the fair value of our ARS investment to be $52 million and recorded an
unrealized gain of $1.1 million to other comprehensive income, accordingly. Our total comprehensive loss for
the three and six months ending June 30, 2008 was $30.6 million and $61.9 million, respectively.
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As of June 30, 2008, we continue to earn interest on all of our auction rate securities. Any future
decrease in fair value related to these instruments that we deem to be temporary would be recorded to
accumulated other comprehensive income. If we determine that any future decline in value was other than
temporary, it would be recognized as a charge to earnings as appropriate.

Assets that we measure at fair value on a recurring basis are shown below (in thousands):

As of June 30, 2008
Fair Value Measurement Using

Total Level 1 Level 2 Level 3
Cash equivalents............cccocu..... $ 90,570 $ 90,570 $ — $ —
Short-term investments............... 51,864 — — 51,864
[ o] 7= | 142,434 90,570 — 51,864

The following table presents our ARS which were measured at fair value on a recurring basis using
significant unobservable inputs (Level 3) as defined in Statement 157 at June 30, 2008 (in thousands):

As of
June 30, 2008

BalanCe @t 12/31/07 .....ooueeeeeiiieeieeeeeee ettt sttt sttt sae e $ —
PUICRASES ...ttt b bbb bbb aeenneas 65,075
Total IMPAIMENT CRANGES ... b e sare e (13,661)
Balance at 3/3L/2008 .........coccirieruirieeeiesie ettt sttt be b e e e ne st e nneneas $ 51,414
PUICRASES ...ttt b bbb bbb aeenneas —
Total fair value adjustments (Included in other comprehensive income) ............ccccc.... 1,100
SIS et b et eh et h bt e e be e e bt e e be e e aaee e anbe e nbeeennes (650)
Balance at 6/30/2008 .........ccccirirueieeeeierie ettt sttt st be st sae e nesbesaeneeneas $ 51,864
Total gains / (losses) for the period included in other comprehensive income

attributable to unrealized earnings relating to assets still held at 6/30/2008................ $ 1,100

Note 2 — Capacity Purchase Agreements

Continental CPA. Prior to July 1, 2008, Airlines was entitled to receive payment for each block hour
that Continental scheduled it to fly. Payment was based on a formula designed to provide Airlines with a
target operating margin of 10% before taking into account variations in certain costs and expenses that were
generally within our control. The original revenue rates used in this formula remained in place through
December 2004, after which new rates were to be established annually with the same methodology. We had
exposure for most labor costs and some maintenance and general administrative expenses if actual costs
were higher than those budgeted in our block hour rates. For a detailed description of the terms of the original
Continental CPA, please see Item 1. “Business — Continental Capacity Purchase and Other Agreements” in
our 2007 10-K. As we were unable to agree upon rates for 2008, revenues for the six month period ended
June 30, 2008 were recognized using 2007 block hour rates.

In June, we reached an agreement with Continental to amend the existing Continental CPA. The
amended Continental CPA, which became effective July 1, 2008, will allow us to continue flying the 205
aircraft currently flown for Continental for the foreseeable future while providing Continental the right after one
year to withdraw up to 15 aircraft. The amended agreement significantly reduces Continental’'s governance
rights under the original agreement, including easing change-in-control limitations on ExpressJet, reducing
restrictions on ExpressJet flying into Continental’s hub airports, and removing the most-favored-nation clause,
allowing ExpressJet to actively pursue flying for other carriers and to consider other strategic alternatives. The
amended agreement also removes Continental’s ability to terminate the agreement without cause.
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The amended agreement provides payments to us at a pre-determined rate based on block hours
flown and reimburses us for various pass-through expenses including passenger liability insurance, hull
insurance, war risk insurance, landing fees and substantially all regional jet engine expenses under current
long-term third-party contracts with no margin or mark-up. Under the amended Continental CPA, Continental
will be responsible for the cost of providing fuel for all flights and for paying aircraft rent for all aircraft covered
by the amended Continental CPA and, therefore, these items will not be included in our future statements of
operations. The fixed block hour rates are considerably lower than the rates under the original agreement and
will be subject to annual escalations tied to a consumer price index (capped at 3.5%) at each anniversary
date. We intend to return to Continental up to 39 aircraft previously released from the original capacity
purchase agreement, with Continental bearing the expenses related to the aircraft following their return.

We also entered into a settlement agreement with Continental to release the parties’ claims at the time
of the agreement to amend the then existing capacity purchase agreement, relating to certain identified
payments under such capacity purchase agreement, including disputes previously disclosed as possible
matters for arbitration.

Delta CPA. The Delta CPA covers 10 Embraer ERJ-145XR aircraft that were placed into service
during June 2007. Delta is responsible for scheduling, marketing, pricing and revenue management on the
aircraft and collects all passenger revenues. Airlines operates, maintains and finances the aircratft.

Airlines receives a base rate for each completed block hour and departure and is reimbursed for
certain pass-through costs which are primarily schedule-driven costs such as fuel and landing fees. Airlines
has the ability to earn incentives for meeting or exceeding completion benchmarks and maintaining high
Department of Transportation rankings for on-time arrivals and other aspects of customer satisfaction. These
incentives are settled on a monthly and semi-annual basis. For the three months ended June 30, 2008, we
met all of our monthly incentive metrics. Of the three semi-annual incentive metrics for on-time, customer
service, and completion, we met only one of these metrics for the period ending April 2008.

The Delta CPA was scheduled to end on the second anniversary of each aircraft’s in-service date
(June 2009) however, Delta and ExpressJet mutually agreed in July 2008 to terminate this CPA agreement
and end our partnership effective September 2, 2008

Note 3- Restructuring and Related Special Charges

Effective July 1, 2008, we entered into a new seven-year capacity purchase agreement with
Continental by amending and restating the existing Continental CPA. The amended agreement is based on
fixed block hour rates that are considerably lower than the rates under the original agreement, which was
designed to achieve an approximate 10% margin. Additionally, Airlines announced in July 2008 that it will
suspend flying under its branded commercial passenger flight operations and terminate its CPA and pro-rate
agreements with Delta Airlines in September 2008. The termination of the Delta agreements was mutually
agreed by both Delta and Airlines. As a result of these changes and our intention to return up to 39 aircraft to
Continental, we have performed impairment tests, as required, for our long-lived assets, including
reorganization value in excess of amounts allocable to identifiable assets (goodwill).
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Special Charges. In accordance with Statement of Financial Accounting Standards No. 144
Accounting for the Impairment of Long-Lived Assets (SFAS 144) we record impairment charges on long-lived
assets used in operations when events and circumstances indicate that the assets may be impaired, the
undiscounted cash flows estimated to be generated by those assets are less than the carrying amount of
those assets and the net book value of the assets exceeds their estimated fair value. As a result of our
impairment test, we concluded the carrying values of certain of our long-lived assets, primarily leasehold
improvements in our at-risk flying segment were no longer recoverable. Consequently, during the second
quarter of 2008, we recorded an impairment charge of $8.6 million to write these long-lived assets down to
their estimated fair values. Fair values were determined based on estimated future cash flows for Branded
Flying which were considered nominal. No portion of the impairment charge will result in future cash
expenditures. All other long-lived assets for our other reportable segments were tested for impairment but
were concluded to be recoverable with projected undiscounted cash flows.

Reorganization value in excess of amounts allocable to identifiable assets (goodwill) of $12.8 million
represents an amount associated with Continental’s bankruptcy restructuring and was recorded on our books
prior to ExpressJet’s IPO from Continental in 2002. In accordance with SFAS No. 142 Goodwill and Other
Intangible Assets (SFAS 142), we apply a fair value based impairment test to the net book value of goodwill
on an annual basis and if certain events or circumstances indicate that an impairment loss may have been
incurred on an interim basis. The analysis of potential impairment of goodwill requires a two-step process.
The first step is the estimation of fair value. If step one indicates that impairment potentially exists, the second
step is performed to measure the amount of impairment, if any. Goodwill impairment exists when the
estimated fair value of goodwill is less than our carrying value.

Goodwill is allocated to our contract flying reportable segment. We estimated fair value based on a
discounted projection of future cash flows, supported with market based valuation. We determined goodwiill
was impaired and recorded a non-cash charge of $12.8 million.

In response to our settlement agreement with Continental to release the parties’ claims relating to
payments under the original capacity purchase agreement, we recorded a non-cash charge of $0.7 million
related to previously disputed base closure costs associated with the Continental CPA.

The impairment charges for both long-lived assets and goodwill in addition to base closure costs
associated with the original Continental CPA total $22.1 million and are reflected in the line “Special charges”
on our consolidated statements of operations.

Cost Savings Initiatives. In light of the amended CPA agreement with Continental, aircraft
withdrawals, dramatically lower utilization, dramatically lower block hour rates, our diminishing stock price and
the continuing increases in the price of fuel, we believe cost restructuring and cash preservation are crucial to
sustain our liquidity and meet our financial obligations through the first quarter of 2009. Additional cost
savings initiatives are essential at this time to maintain an appropriate operating margin. Among the proposed
initiatives needed to contribute toward this goal are labor concessions through wage and staffing reductions
and third-party vendor concessions.
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Labor costs are a significant component of airline expenses and can substantially impact our results.
While there can be no assurance that our generally good labor relations and high labor productivity will
continue, a crucial component of our business strategy is the preservation of good relations with our
employees, approximately 65% of whom are represented by unions. During the second quarter, management
briefed the leaders of the labor groups on the revised business and fleet plan, the amended Continental
agreement and revised revenue levels, the cost-savings initiatives for non-union employees and the cost
savings target to each union group which includes 5% wage or work rule concessions and headcount
reductions across all work groups to downsize to announced capacity reductions. In order to mitigate
involuntary furloughs and terminations, we are offering early outs and company offered leave of absences
(“COLA's"). In addition, we are in discussions with all major vendors, including power-by-the-hour vendors for
third-party concessions.

We believe we will record additional special charges in the 3™ quarter of 2008 and beyond in
conjunction with our announced capacity reductions. These costs can include ongoing facility rent obligations,
aircraft repainting costs required under the return conditions, early termination costs of marketing and
distribution contracts, employee relocation costs, severance and continuing medical coverage costs for
furloughed employees, voluntary terminations and employees electing early retirement. For the remainder of
2008 we expect to spend $20 million for severance, meeting aircraft return conditions and early termination of
marketing and facility contracts related to our Branded Flying segment.

Note 4 — Segment Reporting

Statement of Financial Accounting Standard No. 131, “Disclosures about Segments of an Enterprise
and Related Information,” (“Statement 131"”) requires disclosures related to components of a company for
which separate financial information is available if that segregated information is evaluated regularly by our
chief operating decision makers in deciding the allocation of resources and assessing performance.
ExpressJet has three major reportable segments: Contract Flying, Branded Flying and Aviation Services.

Due to the fact that dramatically high fuel costs have made the Branded Flying operations
impossible to sustain, we announced in July 2008 that we mutually agreed with Delta to end our prorate
partnership effective September 2, 2008 and that we will cease flying under the ExpressJet name effective
September 2, 2008. Beginning in September, all at-risk flying aircraft will either transition back to
Continental or be redeployed to the Corporate Aviation division and no longer operate under ExpressJet's
Branded Flying segment.
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A significant portion of our operating expenses and infrastructure is integrated across segments (e.g.,
for maintenance, non-airport facility rentals, outside services, general and administrative expenses) in order to
support our entire fleet of 274 aircraft; therefore, we do not allocate these costs to the individual segments
identified above, but evaluate them for our consolidated operation. The presentation of our consolidated
shared costs is consistent with the manner in which these expenses are reviewed by our chief operating
decision makers. Consequently, the tables below present (in thousands) our operating revenues, including
inter-segment revenues, and segment profit / (losses) generated per reportable segment for the three and six
months ended June 30, 2008 and 2007. We also included our reconciliation of the consolidated operating
revenue to consolidated net loss before taxes and of our total assets at June 30, 2008 and 2007.

Contract Branded Aviation
Flying Flying Services Eliminations Consolidated

Three months ended June 30, 2008:
Revenue from Customers...........ccceeevvvveeenns $ 358,246 $ 79,101 $ 10,952 $ (1,123) $ 447,176
Direct segment expenses O e, 271,279 108,628 5,845 (1,123) 384.629

Segment profit / (10SS) .......ccoevvvveeviieeeennnne. $ 86967 $ (29,527) $ 5107 $ — 8 62,547
Shared expenses ® (106,345)
Impairment charges on investments............. (5,231)
INtErest EXPENSE....ccvveevieceiieieeee e cccieeeeeeen (2,515)
INterest INCOME ......cooevviiiiiiiiieeee e 1,661
Other .oooiiiiii e 1,154
Consolidated loss before income taxes........ $ (48,729)
Six months ended June 30, 2008:
Revenue from Customers...........ccceeevvvveeenns $ 723,920 $ 151,971 $ 22,152 $ (2,699) $ 895,344
Direct segment expenses @ ..o, 546,659 226,711 12,021 (2,699) 782,692

Segment profit / (10SS) ......ccccceeevveevveerrienne. $ 177,261 $ (74,740) $ 10,131 $ — 8 112,652
Shared expenses @ (191,432)
Impairment charges on investments............. (18,892)
INtErest EXPENSE....ccveeevivcerieieeee e ceiieeeeeeee (4,871)
INterest INCOME .......ccooviiiiiiiiiieee e 4,425
Other wooiiiiiii e 547
Consolidated loss before income taxes........ $ (97,571)
Assets at June 30, 2008
Segment aSSEtS ....ccceecevviiieiiiiee e $ 158,791 $ 30,006 $ 14,775 $ — 8 203,572
Other shared assets @ ...........cccooveivvceeinnn. 305,368

Total consolidated assets ........ccccccovuveeen, $ 508,940

@ Some of the major components of shared expenses for the three months ended June 30, 2008 are maintenance labor —
$20.0 million; general and administrative labor and related expenses — $21.2 million; other general and administrative
expenses — $47.9 million; outside services — $10.7 million; and non-airport rentals — $2.5 million.

@ Some of the major components of shared expenses for the six months ended June 30, 2008 are maintenance labor —
$40.3 million; general and administrative labor and related expenses — $45.2 million; other general and administrative
expenses — $74.7 million; outside services — $21.8 million; and non-airport rentals — $5.2 million.

® Other shared assets include assets that are used across segments.

“ Direct segment expenses include special charges of $13.5 million and $8.6 million allocated to Contract Flying and
Branded Flying, respectively, for the three and six months ended June 30, 2008.
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Contract Branded Aviation
Flying Flying Services Eliminations Consolidated

Three months ended June 30, 2007:
Revenue from customers...........cccceeeevveeennee $ 360,087 $ 28,198 9,715 $ (2,356) $ 395,644
Direct segment eXpenses .........occvvveeeeeeeennne 280,477 63,004 6,769 (2,356) 347,894

Segment profit / (10SS).....cccccovvvveeiciieeennen, $ 79,610 $ (34,806) 2,946 $ — 3 47,750
Shared expenses e, (90,481)
INterest eXPeNnSE .......oocvvveeeieeeiiiiieeee e (1,785)
Interest INCOMe ..., 5,030
Other e (213)
Consolidated loss before income taxes........ $ (39,699)
Six months ended June 30, 2007:
Revenue from customers...........ccccceeevveeeennne, $ 764,903 $ 28,198 19,620 $ (4,518) $ 808,203
Direct segment eXpenSes .........ccccvvvveeeeeennnns 586,207 66,703 12,894 (4,518) 661,286

Segment profit / (10SS)........ccccvvveeiiciieeennnnn, $ 178,696 $ (38,505) 6,726 $ —  $ 146,917
Shared expenses @ ..., (175,307)
INterest EXPENSE .....c.ovvvvvveeeeee e e e e (3,585)
INterest INCOME .......cooviiiiiiiiiee e 9,099
Other e (370)
Consolidated loss before income taxes........ $ (23,246)
Assets at June 30, 2007:
SegmMENt @SSELS ...ccvvvieiiiiiie e $ 187,726 $ 11,852 15,809 $ — 3 215,387
Other shared assets @ .........cccovevieeenin. 464,563

Total consolidated assets ..........cccccceeenee $ 679,950

@ Some of the major components of shared expenses are maintenance labor - $18.3 million; general and administrative
labor and related expenses - $22.1 million; other general and administrative expenses — $25.0 million; outside services -
$13.9 million; and non-airport rentals - $3.8 million. Transition costs incurred were approximately $7.3 million.

@ Some of the major components of shared expenses are maintenance labor - $36.7 million; general and administrative
labor and related expenses - $47.6 million; other general and administrative expenses - $47.7 million; outside services -
$23.3 million; and non-airport rentals - $7.5 million. Transition costs incurred were approximately $12.5 million.

® Other shared assets include assets that are interchangeable between segments.
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Note 5 — Investments in Other Entities

Investments in unconsolidated companies are accounted for by the equity method of accounting when
we have significant influence over the operation of the companies as prescribed by Accounting Principles
Board Opinion No. 18 — “The Equity Method of Accounting for Investments in Common Stock” (“ABP 18").
The following table details our current non-controlling interests that are accounted for under the equity method
of accounting:

Carrying Amount of Carrying Amount of
Investment at Investment at
June 30, 2008 March 31, 2008
Company (In millions) (In millions)
Wing Holdings, LLC — 5.7
Flight Services and Systems, Inc. 3.4 3.3

We impaired the remaining $5.2 million investment balance in Wing Holdings, LLC (“Wing”) at June
30, 2008, due to continuing losses. Additionally, on July 18, 2008, we received natification that Wing was
closing their main facility which represents approximately 64% of projected revenues. This impairment charge
was recognized as a decrease to our investment balance and corresponding equity loss presented in the line
“Impairment charge on investment” in our consolidated statements of operations.

We continue to work on reaching a final resolution and the execution of final documents with Flight
Services and Systems, Inc. (“FSS”) in order to realize the $1.0 million note receivable which was due and
payable in full on September 30, 2007. FSS continues to generate income from its operations, and we
anticipate our partnership with FSS will continue as originally intended.

Our proportionate shares of the results of operations from these entities are included in the line “Equity
investment income (loss), net” on our consolidated statements of operations.
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Note 6 — Earnings / (Loss) Per Share

We account for earnings per share in accordance with Statement of Financial Accounting Standard
No. 128 — “Earnings per Share.” Basic earnings per common share (“EPS”) excludes dilution and is
computed by dividing net income available to common stockholders by the weighted average number of
common shares outstanding during the periods presented. Diluted EPS reflects the potential dilution that
could occur if securities or other obligations to issue common stock were exercised or converted into common
stock or resulted in the issuance of common stock that then shared in the earnings of the company. The
following table sets forth the reconciliation of the numerator and denominator of basic EPS to the numerator
and denominator of diluted EPS for the three and six months ended June 30, 2008 (in thousands, except per
share amounts):

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
Numerator:
NET I0SS..cvveieiiiiiiieeeiee e $ (31,730) $ (26,404) $ (63,038) $ (16,237)
Income impact of assumed conversion of
convertible debt.........coevvveeiiiiiiiii, — — — —
$ (31,730) $ (26,404) $ (63,038) $ (16,237)

Denominator:
Weighted average common shares
OULSANAING ..eeeveeeiiei e 51,329 54,021 51,303 53,988
Effect of stock options and restricted
stock outstanding .......cccccevveeeviiiiiieeeee, — — — —
Assumed conversion of convertible debt .. — — —

51,329 54,021 51,303 53,988

Basic and Diluted loss per share............... $ (0.62) (0.49) (1.23) (0.30)

We excluded 1,257,354 and 653,755 shares of restricted stock from the weighted average shares
used in computing basic EPS for the three months and six months ended June 30, 2008 and 2007,
respectively, as these shares were not vested as of these dates.
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Weighted average common shares outstanding for the diluted EPS calculation include the potential
common stock equivalents related to our senior convertible notes, the incremental effect of shares issuable
upon the exercise of stock options and restricted stock not yet vested. We excluded the following common
stock equivalents from our diluted EPS calculations, because their inclusion would have been anti-dilutive:

« options to purchase 4.5 million and 4.6 million shares of our common stock for the three and
six months ended June 30, 2008 and 3.2 million and 2.7 million shares of our common stock
for the three and six months ended June 30, 2007. These options’ exercise prices were
greater than the average market price of the common shares for the respective periods;

« 0.2 million shares of restricted stock for the three and six months ended June 30, 2008; and

« 7.0 million shares of common stock equivalents for the assumed conversion of convertible
debt for the three and six months ended June 30, 2008 in addition to 7.5 million shares of
common stock equivalents for the three and six months ended June 30, 2007.

As a result of our tender offer with respect to our 4.25% convertible notes due 2023, we issued 163.8
million shares of our common stock in payment for the $59.7 million principal amount of the notes validly
tendered and to settle accrued and unpaid interest that was due August 1, 2008. This issuance of our
common stock will be reflected in our future EPS.

Note 7 — Debt

As of June 30, 2008, long-term debt, including current maturities, totaled $139.2 million, which
consisted of our 4.25% senior convertible notes due 2023 and the secured debt owed to Export Development
Canada (“EDC").

As of June 30, 2008 and December 31, 2007, we estimated the fair value of our $128.2 million and
$134.7 million (carrying value, net of repurchases in 2007 and 2008) fixed-rate debt to be $77.6 million and
$130.7 million, respectively, based upon quoted market prices. We repurchased an additional $3.0 million
of our 4.25% senior convertible notes due 2023 during the three months ended June 30, 2008.

Convertible Debt. On August 1, 2008, holders of our 4.25% convertible notes due 2023 had the right to
require us to repurchase their notes at a price equal to 100% of the principal amount of the notes plus any
accrued and unpaid interest. Under the indenture governing the convertible notes, we were able to satisfy the
obligation with either cash, shares of our common stock, or a combination of cash and shares. Since June 30,
2008, we took the following actions under consultation with our independent financial advisors:

» Received shareholders approval for two proposals that provided us greater flexibility in satisfying
our repurchase obligations with respect to the convertible notes, which included the ability to issue
such number of shares of our common stock as necessary to repurchase all outstanding
convertible notes that were tendered on July 31, 2008, and an increase of our authorized common
stock from 200 million shares to 400 million shares;

« Commenced our repurchase offer for the convertible notes and provided written notice to the
trustee of our intention to pay the repurchase price wholly in shares of our common stock;

« Unilaterally amended the indenture governing the notes to increase the coupon from 4.25% to
11.25% over the remaining note term, to provide security based on a pro-rata amount of collateral
and to provide for an additional repurchase date on August 1, 2011, in order to provide improved
terms and additional flexibility for the noteholders; thus, incentivizing existing holders to retain their
notes in lieu of tendering; and

* Issued 163.8 million shares of our common stock in payment of the repurchase price for the
$59.7 million principal amount of the notes validly tendered and to settle accrued and unpaid
interest due August 1, 2008. Because the common stock was issued in exchange for the
convertible notes exclusively with the existing holders of the notes, and no commission or other
compensation was paid in soliciting the exchange, the securities are exempt from registration
under Section 3(a)(9) of the Securities Act of 1933.
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Following the completion of the tender offer, $68.5 million aggregate principal of our 4.25% Convertible
Notes due 2023 remains outstanding. As provided in the amended indenture governing the notes, the notes
have become our 11.25% Convertible Notes due 2023 which can be put to us in August 2011. Given the
subsequent refinancing of our convertible debt, we reclassed the notes from current to non-current debt at
June 30, 2008.

Other than the 11.25% Convertible Notes, we do not have any material long-term borrowings or
available lines of credit. Pursuant to the terms of the amended indenture governing the 11.25% notes
outstanding, we did grant a security interest, with a pro-rata portion, (based on the portion that the remaining
notes represent of the total convertible notes that were issued) of assets with an appraised value of
approximately $181 million, including approximately $96 million in spare parts and $85 million of spare
engines. Based on the principal amount of notes remaining outstanding on August 2, 2008, the pledged
collateral for the notes totals approximately $51.5 million in spare parts and $45.3 million in spare engines.
We agreed that we will not as of any fiscal year end permit the aggregate outstanding principal amount of the
Notes divided by the fair market value of the pledged collateral to be greater than certain percentages. If such
collateral ratios are greater than the applicable maximum, we will pledge additional spare parts, spare aircraft
engines and / or cash and cash equivalents.

The following condensed consolidating balance sheets, results of operations and cash flows present
separately the financial position of the parent issuer, Holdings, the subsidiary guarantor, Airlines, and all other
non-guarantor subsidiaries of Holdings on a combined basis.

Condensed Consolidating Balance Sheet
June 30, 2008
(In thousands)

Other Non-
Guarantor Consolidated
Holdings Airlines Subsidiaries Eliminations Totals
CUIreNt @sSetsS ......cccvevevveevveeiiieeesinens $ — $ 247,756 $ 7,909 $ — 3 255,665
Property and equipment, net............. 110 228,223 14,444 — 242,777
Investments in other entities.............. 3,420 — — — 3,420
Other assets ......cccccvveeviieeeeeiieee e, 1,220 7,507 145 (1,794) 7,078
Total @SSEtS .....cvvveeiviiee e, $ 4750 $ 483,486 $ 22,498 $ (1,794) $ 508,940
Current liabilities..........ccoceeviierennn 1,569 171,849 1,819 — 175,237
Intercompany payables (receivables) (344,572) 338,614 5,958 — —
Long-term debt.........ccovvciviiineeennnns 128,200 7,578 — — 135,778
Other liabilitieS ........ccccccevvveeeiciieeeee, (5,838) 35,043 (1,993) (1,794) 25,418
Stockholders’ equity ............cccvveeeeeen. 225,391 (69,598) 16,714 — 172,507
Total liabilities and stockholders’
EQUILY veeevivieeeeriiiee et e e e rieee e $ 4750 $ 483,486 $ 22,498 $ (1,794) $ 508,940
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Condensed Consolidating Balance Sheet
December 31, 2007
(In thousands)

Other Non-
Guarantor Consolidated
Holdings Airlines Subsidiaries Eliminations Totals
CUIrent asSetsS ....c.cocvvvreereerereeeeneenens $ — $ 296,348 % 6,036 $ — 302,384
Property and equipment, net............... 112 248,720 14,866 — 263,698
Investments in other entities ............... 3,254 — 6,459 — 9,713
Other assets .......cccoeeveeveeneeneeneeniens 15,760 5,907 146 — 21,813
Total aSSEtS .ovveeereereeeeee e $ 19,126 $ 550,975 $ 27507 $ — 597,608
Current liabilities ........ccccvevveveerieeeen, 137,122 158,557 1,005 — 296,684
Intercompany payables (receivables). (332,112) 326,233 5,879 — —
Long-term debt ........cccoiiiiiiiiiiiees — 9,308 14 — 9,322
Other liabilitieS ......cccevveveeveeiiesieeniens (5,838) 66,992 (2,992) — 59,162
Stockholders’ equity .........cccccceevieennee 219,954 (10,115) 22,601 — 232,440
Total liabilities and stockholders’
EOUILY e $ 19,126 $ 550,975 $ 27507 $ — 597,608
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Operating revenue .........ccccceevevveecveeene
Operating EXPENSES......ccocvrvreereereeens

Operating l0SS.......ccocveieiiiiieieeeee

Impairment charges on investments...
INterest eXpense ........cccceevveeeeenieeeenns
Interest iINCOMEe .......cccevveeeiiiiiieciieee
Capitalized interest .........cccceevvevveennnen.
Equity investment income / (loss) .......
Other, Net ..o

Income / (loss) before income taxes ...
Income tax benefit / (expense)............

Net income / (I0SS) .....ceeveeeieeeiiieenieene

Operating revenue .........ccccceeeeveeecveeene
Operating EXPENSES......ccovvrvreeereereeens

Operating l0SS......cccocvvveeevieecee e

Impairment charges on investments...
INterest eXpense ........cccccevveeeeeenieeeenns
Interest iNCOME .......cccvvveveeneniee
Capitalized interest .........cccceeeeeveeennnnn.
Equity investment income / (l0sS) .......
Other, Net......cooeeiiiiieeeeeeee

Income / (loss) before income taxes ...
Income tax benefit / (expense)............

Net income / (I0SS) ...ccceevvvevveeriireriinnnns

Three Months Ended June 30, 2008
(In thousands)

Condensed Consolidating Results of Operations

Other Non-
Guarantor Consolidated
Holdings Subsidiaries Eliminations Totals
— $ 444,290 $ 4,009 $ (1,123) $ 447,176
47 486,970 5,080 (1,123) 490,974
(47) (42,680) (2,071) — (43,798)
— — (5,231) — (5,231)
(2,342) (4,620) (11) 4,458 (2,515)
4,458 1,399 — (4,458) 1,399
— 263 — — 263
141 — (519) — (378)
455 1,161 (85) — 1,531
2,665 (44,477) (6,917) — (48,729)
(933) 15,762 2,170 — 16,999
1,732 $ (28,715) $ 4,747) % — 3 (31,730)
Condensed Consolidating Results of Operations
Six Months Ended June 30, 2008
(In thousands)
Other Non-
Guarantor Consolidated
Holdings Subsidiaries Eliminations Totals

— $ 889,773 $ 8271 $ (2,700) $ 895,344
74 966,631 10,120 (2,700) 974,125
(74) (76,858) (1,849) — (78,781)
— (13,661) (5,231) — (18,892)
(4,516) (9,260) (12) 8,917 (4,871)
8,917 3,762 — (8,917) 3,762
— 663 — — 663
165 — (1,227) — (1,062)
525 1,206 (121) — 1,610
5,017 (94,148) (8,440) — (97,571)
(1,756) 33,734 2,555 — 34,533
3261 $ (60,414) $ (5,885) $ — 8 (63,038)
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Operating revVenNUEe............cccvvveeeeeersennnns
Operating eXPenses ........ccccvverveerveennnns

Operating l0SS .........eevviiiiiiiiiiiiieieees

Interest exXpense........cccccveeeiiiiii,

Interest income

Capitalized Interest

Equity investment (loss)

Other, Net.....ooovveeeeee e,

Income/(loss) before income taxes .......
Income tax benefit (expense)................

Net income / (I0SS) ..coceevvviiiiiiiiieieiiins

Operating reVeNUE..........ccoevcuvvvereeeeeeininnns
Operating EXPENSES .......cccvevvverervrerienns

Operating l0Ss .......ccvvvvveeiiiiiiiiieeee e

INterest eXPenSe........cvvevvveeeviiviiiiinneeeeees
Interest INCOME ...,
Capitalized Interest.........ccooecvvvieeeieeinnins
Equity investment income (l0ss)..............
Other, Net. .

Income/(loss) before income taxes .........
Income tax benefit (expense)..................

Net income / (I0SS) ....ccovvvvvveereeeeeiiciiinen,

Condensed Consolidating Results of Operations

Three Months Ended June 30, 2007
(In thousands)

Other Non-
Guarantor Consolidated
Holdings Airlines Subsidiaries Eliminations Totals
$ — $ 393,726 $ 3,787 $ (2,356) $ 395,644
309 434,093 5,841 (2,356) 438,374
(309) (40,367) (2,054) — (42,730)
(1,509) (4,728) — 4,452 (1,785)
4,469 4,635 — (4,452) 4,652
— 378 — — 378
(11) — (272) — (283)
— — 69 — 69
2,640 (40,082) (2,257) — (39,699)
(928) 13,357 866 — 13,295
$ 1712 $ (26,725) $ (1,391) $ — $ (26,404)
Condensed Consolidating Results of Operations
Six Months Ended June 30, 2007
(In thousands)
Other Non-
Guarantor Consolidated
Holdings Airlines Subsidiaries Eliminations Totals
$ — $ 804,476 $ 7,256 $ (4,519) $ 807,213
310 829,184 10,627 (4,519) 835,602
(310) (24,708) (3,371) — (28,389)
(3,017) (9,470) (2) 8,904 (3,585)
8,955 8,495 — (8,904) 8,546
— 553 — — 553
(34) — (348) — (382)
— 7 4 — 11
5,594 (25,123) (3,717) — (23,246)
(1,962) 7,870 1,101 — 7,009
$ 3632 $ (17,253) $ (2,616) $ —  $ (16,237)
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Operating activities ...........cccceeveenen.
Investing activities..........ccccceerveenee
Financing activities...........cccccceveeenee

Net increase / (decrease) in cash ....
Cash at the beginning of the period .

Cash at the end of the period...........

Operating activities ...........ccccevveenen.
Investing activities..........cccceceevveenee.
Financing activities...........cccccceveeenee

Net increase / (decrease) in cash ....
Cash at the beginning of the period .

Cash at the end of the period...........

Condensed Consolidating Cash Flows
Six Months Ended June 30, 2008

(In thousands)

Other Non-
Guarantor Consolidated
Holdings Airlines Subsidiaries Eliminations Totals
— $ (12175 % (767) $ 1,035 % (11,907)
— (73,928) 4) — (73,932)
— (7,693) 1,033 (2,035) (7,695)
— (93,796) 262 — (95,534)
— 188,834 425 — 189,259
— $ 95038 % 687 $ — 3 95,725
Condensed Consolidating Cash Flows
Six Months Ended June 30, 2007
(In thousands)
Other Non-
Guarantor Consolidated
Holdings Airlines Subsidiaries Eliminations Totals
— $ 33189 % 944) $ —  $ 32,245
— (44,179) (23) 570 (43,632)
458 (1,228) 538 (570) (802)
458 (12,218) (429) — (12,189)
— 291,148 485 — 291,633
458 $ 278,930 $ 56 $ —  $ 279,444
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Note 8 — Income Taxes

In conjunction with our initial public offering in April 2002, the tax basis of our tangible and intangible
assets was adjusted to fair value. This adjustment to tax basis should result in additional tax deductions being
available to us through 2017. In accordance with our tax agreement with Continental, to the extent we
generate taxable income sufficient to realize the additional tax deductions, we are required to pay Continental
a percentage of the amount of tax savings actually realized, excluding the effect of any loss carrybacks: 100%
of the first third of the anticipated tax benefit, 90% of the second third and 80% of the last third. However, if
the tax benefits are not realized by the end of 2018, we will be obligated to pay Continental 100% of any
benefit realized after that date. Since these payments depend solely on our ability to generate sufficient
taxable income to realize these deferred tax assets, they are recorded as an obligation to Continental within
the deferred tax asset accounts, and the portion we may retain in the future is offset by a valuation allowance.
At the time of the initial public offering, the valuation allowance and the obligation to Continental offset the
step-up in basis of assets in our long-term deferred tax asset account. There were no payments made to
Continental under the tax agreement during 2007 or during the first six months of 2008.

During the second quarter of 2008, we received $37.8 million in tax refunds, which primarily
represented income tax refunds from prior years resulting from the carry back and application of 2007
operating losses against past years’ income. This was recorded as a tax receivable as of December 31,
2007. As a result of these refunds, we can no longer carryback additional losses related to federal income
taxes.

Note 9 — Commitments and Contingencies

Capacity Purchase Agreement. See Note 2 — “Capacity Purchase Agreements” for further
information regarding our capacity purchase agreement with Continental.

Purchase Commitments. As of June 30, 2008, we had options for 75 ERJ-145XR aircraft that may
be exercised for an ERJ-145 or similar aircraft. On August 1, 2008, we elected to forfeit 25 of those options.
We retain the right to exercise the remaining 50 option aircraft and fly them for other airlines or under our own
code, subject to some restrictions; however, we will have to finance our acquisition of these aircraft
independently. Currently, we do not have any firm commitments for aircraft purchases.

The following table represents changes to our minimum contractual obligations for our convertible debt
and our aircraft operating leases since December 31, 2007. For a summary of the remaining contractual
obligations, please refer to the 2007 10-K Item 7. “Management’s Discussion and Analysis of Financial
Condition and Results of Operations — Liquidity and Capital Commitments — Contractual Obligations and
Commercial Commitments.”

Over
Total 2008 2009 2010 2011 2012 5 Years
11.25% senior convertible notes due 2023 ' $ 96.0 $ 44 $ 77 % 77 % 76.2 $ — $ —
Aircraft operating leases @ 340.1 197.8 21.9 21.9 21.9 21.9 54.7
Total expected cash obligations $ 4361 $ 2022 % 296 % 296 $ 981 % 219 $ 547
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(1) Following the completion of the tender offer related to our convertible debt in August 2008, $68.5
million aggregate principal of our 4.25% Convertible Notes due 2023 remains outstanding. As
provided in the amended indenture governing the notes, the notes have become our 11.25%
Convertible Notes due 2023 with an additional repurchase date on August 1, 2011.

(2) Consistent with the amended Continental CPA, the remaining 30 aircraft lease payments for
Corporate Aviation are at 50% of the current lease obligations. Lease payments for the 205
aircraft operating under Continental will be incurred directly by Continental.

General Guarantees and Indemnifications. Pursuant to the Continental CPA, we indemnify
Continental for certain of our actions and it indemnifies us for some of its actions.

Additionally, we are party to many contracts in which it is common for us to agree to indemnify third
parties for tort liabilities that arise out of or relate to the subject matter of the contract. In some cases, this
indemnity extends to related liabilities arising from the negligence of the indemnified parties, but typically
excludes liabilities caused by gross negligence or willful misconduct. We cannot estimate the potential
amount of future payments under these indemnities until events arise that would trigger a liability under the
indemnities. However, we expect to be covered by insurance for a material portion of these liabilities, subject
to deductibles, policy terms and condition.

Credit Card Holdback. The level of credit card holdbacks under the agreement with our Visa and
MasterCard processor is subject to adjustments based on specific financial triggers that require, among other
things, that we maintain certain financial ratios and levels of operating income and unrestricted cash. Our
current holdback requirement is 100%. This holdback, which is included in restricted cash in our consolidated
balance sheet, totaled approximately $17.8 million and $4.9 million as of June 30, 2008 and December 31,
2007, respectively. The funds held back bear interest and will be made available to us as air travel is
completed.

Under our American Express credit card processing agreement, certain proceeds from advance ticket
sales are held back to serve as collateral to cover any possible chargebacks or other disputed charges that
may occur. These holdbacks, which are included in restricted cash in our consolidated balance sheets,
totaled approximately $7.1 million and $3.6 million as of June 30, 2008 and December 31, 2007, respectively.
The funds held back by American Express bear interest and are subsequently made available to us as air
travel is completed.

We believe that substantially all of the restricted cash associated with the credit card holdbacks will be
reclassed to unrestricted cash in September 2008 as we discontinue selling air-travel tickets for our branded

flying.

Fuel. Branded Flying operations can be significantly impacted by changes in the price and availability
of aircraft fuel. Efforts to reduce our exposure to increases in the price and availability of aviation fuel consist
of the utilization of forward-purchase contracts at fixed prices and fuel tankering, where feasible. Fixed-price
arrangements consist of an agreement to purchase defined quantities of aviation fuel from a third party at a
stated price, limiting our exposure to market volatility. As of the date of this filing, we have only committed to
purchase 6.4 million gallons, or 59% of our anticipated Branded Flying fuel needs for July and August 2008, at
a weighted average price per gallon of $2.44, excluding taxes and into-plane fees. Upon the decision to
cease operations for Airlines’ Branded Flying on July 8, 2008, we sold our fixed forward purchase contracts for
periods subsequent to September 2, 2008, which resulted in a non-operating gain of approximately $23
million. For a detailed description of developments after June 30, 2008, please see Note 10 — “Subsequent
Events”.
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For the year six months ended June 30, 2008, Airlines’ consolidated fuel cost, including related fuel
taxes, was $1.19 per gallon. This results from over 75% of our fuel consumption being capped at a lower rate
per gallon within our agreements with Continental.

Legal Proceedings. We are a defendant in various lawsuits and proceedings arising in the ordinary
course of our business. While the outcome of these lawsuits and proceedings cannot be predicted with
certainty and could have a material adverse effect on our financial position, results of operations or cash flows,
we do not believe that the ultimate disposition of these proceedings will have a material adverse effect on our
financial position, results of operations or cash flows.

Note 10 - Subsequent Events

Sale of Fuel Fixed-Forward Contracts. Upon the decision to cease operations for Airlines’ Branded
Flying on July 8, 2008, we sold our fixed forward purchase contracts for periods subsequent to September 2,
2008, which resulted in a non-operating gain of approximately $23 million. We received approximately $16
million in cash from World Fuel Services as well as the benefit of forgoing our weekly fuel payment of
approximately $4 million. The monies held back as a deposit by World Fuel Services bear interest and will be
made available to us in September 2008 as the related contracts clear.

Convertible Debt. On August 1, 2008, holders of our 4.25% convertible notes due 2023 had the right
to require us to repurchase their notes at a price equal to 100% of the principal amount of the notes plus any
accrued and unpaid interest. On such date, we issued 163.8 million shares of our common stock in payment
of the repurchase price for the $59.7 million principal amount of the notes validly tendered and to settle
accrued and unpaid interest due on August 1, 2009. Following the completion of this tender offer, $68.5
million aggregate principal of our 4.25% Convertible Notes due 2023 remains outstanding. As provided in
the amended indenture governing the notes, the notes have become our 11.25% Convertible Notes due
2023.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

The following discussion contains a number of forward-looking statements that are based on our
current expectations and involve a number of risks and uncertainties, many of which are outside our control.
Specifically statements regarding our future results of operations, operating costs, business prospects, growth
and capital expenditures, including plans with respect to our fleet, are forward-looking statements. Important
factors that could cause actual results to differ materially from the expectations expressed or implied in the
forward-looking statements include known and unknown risks. Some of the known risks that could
significantly impact our revenues, operating results, and capacity include, but are not limited to:

« our dependence on the financial and operational stability of Continental;

« our operations under the Continental CPA could be unprofitable;

* our operations outside of the Continental CPA could reduce our ability to operate profitably

« the expiration of the Amended Continental CPA after a term of seven years with no renewal
or extension options:

» Continental’'s ability to remove additional aircraft from the Amended Continental CPA as
leases on covered aircraft expire;

« the possibility that we could lose access to our aircraft, facilities and regulatory authorizations,
as well as any airport-related and other services that Continental currently provides to us if
the Amended Continental CPA were terminated for “cause” as defined in the agreement;

« the possibility that a small number of noteholders representing a majority of the convertible
debt have tendered their notes for shares of our common stock and can now control us and
have influence on our Board of Directors;

 the new amendments to the terms of our convertible notes could increase our obligations and
could put our assets at risk;

» our common stock could be delisted from the New York Stock Exchange, (“NYSE”), if we fail
to maintain the minimum required market capitalization and minimum average closing stock
price;

* increased maintenance and other costs as our fleet ages;

* our cost structure may not be competitive with some low-cost or other regional carriers;

* extensive government regulation of our business and additional costs to comply with such
regulations;

« other adverse factors, including weather conditions and the availability and cost of fuel;

« our reliance on technology could be harmful in the event of system failure; and

« any adverse effects on our operations and financial condition from an aviation accident.

For further discussion of these risks, please see the “Risk Factors” sections in our 2007 10-K and in this
report. The statements in this report are made as of August 8, 2008 and the events described in forward-
looking statements might not occur or might occur to a materially different extent than described in this report.
We undertake no duty to update or revise any of our forward-looking statements, whether as a result of new
information, future events or otherwise.

Our website address is www.expressjet.com. All of our SEC filings, together with exhibits, are
available free of charge through our website as soon as reasonably practicable after we file them with, or
furnish them to, the SEC.
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Operational Review

Many factors could materially affect our results of operations making 2008 a challenging year for us.
Airlines currently offers scheduled airline services with approximately 1,500 departures to 175 destinations in
North America and the Caribbean. For the three months ended June 30, 2008, Airlines operated under the
Continental CPA at a 98.1% and 99.9% completion factor and controllable completion factor, respectively,
which excludes cancellations due to weather and air traffic control. For the six months ended June 30, 2008,
Airlines operated under the Continental CPA at a 96.9% and 99.8% completion factor and controllable
completion factor, respectively. Company-wide, Airlines achieved overall completion factors of 98.4% and
97.5%, respectively, for the three and six months ended June 30, 2008.

The following table summarizes our fleet allocation as of June 30, 2008 and our proposed fleet
allocation beginning in September 2008.

Fleet Allocation

June September
2008 2008
Contract
Continental CPA.........ccccceeviieeeenen. 205 205
Delta CPA.......cce e 10 —
Corporate Aviation .........c.cccceevueene 12 30
227 235
Branded
EXPressJet..... i, 34 —
Delta Prorate .......ccccceeveevvveeeccninen, 13 —
47 -
TOtal e 274 235

We plan to end 2008 with 235 operating aircraft, 205 flying as Continental Express and 30 in our
Corporate Aviation Division. As a result of the fleet reduction and decreased flying on behalf of Continental
we expect to operate approximately 30% less block hours during the 4™ quarter of 2008 versus the 2" quarter
of 2008.

2008 Outlook

Industry. The airline industry is very competitive and is facing unprecedented challenges including a
weak U.S. economy and dramatic price increases in fuel that are having a crippling effect on the aviation
industry. Some airlines have been able to use the bankruptcy process to restructure and lower their operating
costs. Additional pressures on airlines from potential consolidation among legacy carriers, the Internet as a
distribution system and the intense competition from lower-cost carriers have resulted in announcements of
significant capacity reductions, increases in fuel surcharges, fares and other fees. In addition, regional
carriers’ networks have become susceptible to mainline partner risks as legacy carriers are becoming more
aggressive in down-sizing and terminating contracts.
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Continental CPA. Our relationship with Continental remains central to our success as a majority of
our fleet continues to support Continental's network. In June, we entered into a new seven-year capacity
purchase agreement with Continental by amending and restating the existing Continental CPA. The amended
Continental CPA, which became effective July 1, 2008, will allow us to continue flying the 205 aircraft currently
flown for Continental for the foreseeable future while providing Continental the right after one year to withdraw
up to 15 aircraft. Additionally, our revenue for the last half of 2008, from the amended Continental CPA, will
be significantly lower than the revenue from the Continental CPA recorded in the first half of the year, as it will
be based on a fixed, pre-determined rate based on block hours flown. The amended agreement significantly
decreases Continental’'s governance rights under the original agreement, including easing change-of-control
limitations on ExpressJet, reducing restrictions on ExpressJet flying into Continental’'s hub airports, and
removing the most-favored-nation clause, allowing ExpressJet to actively pursue flying for other carriers and
to consider other strategic alternatives. The amended agreement also removes Continental’s ability to early
terminate the agreement without cause.

The amended agreement provides payments to us at a pre-determined rate based on block hours
flown and reimburses us for various pass-through expenses including passenger liability insurance, hull
insurance, war risk insurance, landing fees and substantially all regional jet engine expenses under current
long-term third-party contracts with no margin or mark-up. Under the amended Continental CPA, Continental
will be responsible for the cost of providing fuel for all flights and for paying aircraft rent for all aircraft covered
by the amended Continental CPA and, therefore, these items will not be reflected in our future statements of
operations. The fixed block hour rates are considerably lower than the rates under the original agreement and
will be subject to annual escalations tied to a consumer price index (capped at 3.5%) at each anniversary
date. ExpressJet intends to return to Continental up to 39 aircraft previously released from the original
capacity purchase agreement, with Continental bearing the expenses related to the aircraft following their
return. ExpressJet also is focused on aggressively reducing costs in the coming months in response to the
amended agreement with Continental and the economic difficulties facing the entire airline industry.

Of the 69 aircraft operating outside of the Continental CPA, we will retain 30 aircraft at reduced rental
rates to operate within ExpressJet’s Corporate Aviation division. These aircraft will be dedicated to existing
and new long-term charter flying arrangements, corporate shuttle arrangements and ad-hoc charter service.
Beginning September 2, 2008, the remaining 39 aircraft will transition back to Continental.

We also entered into a settlement agreement with Continental to release the parties’ claims at the time
of the agreement to amend the then existing capacity purchase agreement, relating to certain identified
payments under such capacity purchase agreement, including disputes previously disclosed as possible
matters for arbitration.
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Capacity Reductions and Cost Savings Initiatives. Although we believe we made exceptional
progress in establishing our brand, increasing our market share and adjusting our schedule appropriately,
dramatically high fuel prices have continued to make the Branded Flying operation impossible to sustain. On
July 8, 2008, we announced the suspension of flying under several lines of our at-risk flying operations in
September 2008. Additionally, we mutually agreed to terminate our capacity purchase and pro-rate flying
agreements with Delta Air Lines effective September 2, 2008. As a result of the announced reductions in
flying, we expect to operate approximately 30% less block hours during the 4™ quarter 2008 versus the 2™
quarter 2008. For the remainder of 2008 we expect to spend $20 million for severance, meeting aircraft return
conditions and early termination of marketing and facility contracts related to our Branded Flying segment.
However, we expect to achieve $65 million annually in volume savings through this reduction in flying.

In addition, due to our aggressive capacity reductions, we must manage wages, maintenance and
overhead to achieve profitability. We are currently seeking approximately $36 million in wage and benefit
reductions from all of our employees, including our unionized workgroups. Effective July 15, we instituted a
5% wage and benefit reduction for our management and clerical staff, including management and clerical staff
expected head count reductions, this brings us to 30% of our stated savings goal. The remaining reductions
need to be achieved during the third quarter 2008 and will become effective immediately.

Convertible Debt. On August 1, 2008, holders of our 4.25% convertible notes due 2023 had the right
to require us to repurchase their notes at a price equal to 100% of the principal amount of the notes plus any
accrued and unpaid interest. Under the indenture governing the convertible notes, we were able to satisfy the
obligation with either cash, shares of our common stock, or a combination of cash and shares. Since June 30,
2008, we took the following actions under consultation with our independent financial advisors:

» Received shareholders approval for two proposals that provided us greater flexibility in satisfying
our repurchase obligations with respect to the convertible notes, which included the ability to issue
such number of shares of our common stock as necessary to repurchase all outstanding
convertible notes that were tendered on July 31, 2008, and an increase of our authorized common
stock from 200 million shares to 400 million shares;

« Commenced our repurchase offer for the convertible notes and provided written notice to the
trustee of our intention to pay the repurchase price wholly in shares of our common stock;

« Unilaterally amended the indenture governing the notes to increase the coupon from 4.25% to
11.25% over the remaining note term, to provide security based on a pro-rata amount of collateral
and to provide for an additional repurchase date on August 1, 2011, in order to provide improved
terms and additional flexibility for the noteholders; thus, incentivizing existing holders to retain their
notes in lieu of tendering; and

* Issued 163.8 million shares of our common stock in payment of the repurchase price for the
$59.7 million principal amount of the notes validly tendered and to settle accrued and unpaid
interest due August 1, 2008. Because the common stock was issued in exchange for the
convertible notes exclusively with the existing holders of the notes, and no commission or other
compensation was paid in soliciting the exchange, the securities are exempt from registration
under Section 3(a)(9) of the Securities Act of 1933.

Following the completion of the tender offer, $68.5 million aggregate principal of our 4.25% Convertible
Notes due 2023 remains outstanding. As provided in the amended indenture governing the notes, the notes
have become our 11.25% Convertible Notes due 2023.
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Other Liquidity Matters. In light of the amended CPA agreement with Continental, aircraft
withdrawals, dramatically lower utilization, our diminishing stock price and the continuing increases in the price
of fuel, we believe cost restructuring and cash preservation are crucial to sustain our liquidity and meet our
financial obligations through the first quarter of 2009. Additional cost savings initiatives are essential at this
time to maintain an appropriate operating margin and preserve our cash. These include, individually or in
combination, if required:

« obtaining wage and benefit concessions from all of our employees;

« reduction-in-force to match reduction-in-capacity;

« obtaining third-party vendor concessions;

« reducing capital expenditures to only those required by law or operational necessities;

« borrowing against or liquidating our auction rate securities (“ARS”) holdings; and

« selling unencumbered assets, tangible or intangible, or subleasing the aircraft we lease from
Continental;

Our 2008 cash flows as of the date of this filing have included the following sources of cash outside of
normal operating revenues:

« $37.8 million tax refund for prior year loss carryback provisions, received in June 2008; and

* $23.0 million, of which $20 million was received in July 2008, non-operating gain from the
monetization of fuel fixed forward contracts subsequent to capacity reductions in September
2008.

We believe that our existing liquidity and projected 2008 cash flows, including the incremental sources
of liquidity described above and implementation of cost saving initiatives, if needed, will be sufficient to fund
current operations and our financial obligations through the year ending December 31, 2008. However, as
noted above, factors outside our control may dictate that we alter our current plans and expectations and
could have a material adverse impact on our ability to sustain operations over the long term.

Corporate Aviation

Our continued goal for 2008 is to expand our Corporate Aviation (charter) division customer base and
focus on growing our already developed relationships with key clients. As reductions in commercial schedules
continue, we will continue to evaluate various corporate shuttle opportunities, including seasonal flying for
other air carriers during high-demand periods to complement our current contracts. Our current contracts are
the most consistent during the period from October through April, but in future years we expect to generate
steady operating income during all months. Additionally, we continue to seek longer-term contracts instead of
those lasting from one to six months that we currently have in place to enhance consistency in aircraft and
crew planning and to maximize our operational efficiency.

As of June 30, 2008, we operated 12 aircraft within the charter division. After September 2, 2008, we
will retain a total of 30 aircraft of the 69 aircraft outside of the Amended Continental CPA at reduced rental
rates to operate within ExpressJet's Corporate Aviation division. These aircraft will be dedicated to charter
contracts, corporate shuttles and ad-hoc charter service. Beginning September 2, 2008, the remaining 39
aircraft previously working within the ExpressJet Brand, Delta CPA and Delta Prorate will transition back to
Continental.
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Aviation Services

Aviation Services includes our ground-handling services pursuant to our contracts with Continental
and other airlines at 50 airport locations across the United States as of June 30, 2008, as well as the work
provided under Services, brand. During 2008, we will continue to leverage our operational expertise
developed from this business segment to cost-effectively operate the aircraft for our current customers and
attract potential customers.

Critical Accounting Policies and Estimates
The following are changes to our accounting policies and estimates described in our 2007 10-K.

Fair Value Instruments. At June 30, 2008, we have auction rate securities, (“ARS”), with a fair value
of $52 million. These were classified as short-term investments within the current assets of our balance sheet.
We did not have any ARS as of December 31, 2007. See Item 1. “Financial Statement and Supplementary
Data — Notes to Consolidated Financial Statements — Note 1 — Summary of Significant Account Policies” for a
discussion of our auction rate securities.

As we could not predict when the market would recover and needed to avail ourselves of the flexibility
to sell our ARS in the next 12 months, we evaluated and classified, in accordance with accounting guidance,
our ARS as short-term investments and recognized in the first quarter of 2008 an other-than-temporary
impairment of $13.7 million. As of June 30, 2008, we re-evaluated our ARS and recorded a $1.1 million
unrealized gain to other comprehensive income. Due to the current market conditions, we cannot currently
anticipate whether our fair value will be materially different from the amount we will realize when we settle our
ARS. Please see Item 1. Financial Statements and Supplementary Data — Note 1 — Summary of Significant
Accounting Policies for further information on our auction rate securities including our valuation methodology.

Results of Operations
The following discussion provides an analysis of our results of operations and reasons for material

changes in those results for the three and six months ended June 30, 2008, compared to the corresponding
periods ended June 30, 2007.
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Comparison of Three Months Ended June 30, 2008 to Three Months Ended June 30, 2007

Operating Revenue and Segment Profit / (Loss)

The table below (in thousands, except percentage data) sets forth the changes in revenue, direct
segment costs and segment profit (loss) from the three months ended June 30, 2008 to the same period in
2007. A significant portion of our operating expenses and infrastructure is integrated across segments
(e.g., for maintenance, non-airport facility rentals, outside services, general and administrative expenses) in
order to support our entire fleet of 274 aircraft; therefore, we do not allocate these costs to the individual

segments identified above, but evaluate them for our consolidated operation.

The presentation of our

consolidated shared costs is consistent with the manner in which these expenses are reviewed by our chief
operating decision makers. These costs are included as a part of the analysis of our operating expenses

below.

Three Months Ended June 30,

Total Total
2008 Revenue % 2007 Revenue %
Revenue from customers................
Contract Flying........ccooeeeviveeeenne, $ 358,246 80.1 $ 360,087 91.0
Branded Flying........ccccooeeeieinnnns 79,101 17.7 28,198 7.1
Aviation Services .......ccccccouvcuvnneen. 10,952 2.4 9,715 25
EliMinations..........cooocviieeeiiennnes (1,123) (0.3) (2,356) (0.6)
Total Revenue from customers....... 447,176 100.0 395,644 100.0
Contract FIying.........cccovveeeieennnns 271,279 60.7 280,477 70.9
Branded Flying........cccccvevvvveeeennnnn, 108,628 24.3 63,004 15.9
Aviation Services .........cccevevrvneenn. 5,845 1.3 6,769 1.7
EliMinations...........occecvvveveeeeeeiinns (1,123) (0.3) (2,356) (0.6)
Total Direct segment costs.............. 384,629 86.0 347,894 87.9
Segment profit........cccceccvveveeeeenininnns 62,547 14.0 47,750 12.1
Shared expenses, including
transition COStS.......ccovvvieeeiiiineeenns (106,345) (90,481)
Impairment charges on
INVESIMENTS....cooiiiiiiiiiieeeee e (5,231) —
Interest eXpense ......cccccvvvuveeeeeeenn. (2,515) (1,785)
Interest iINCOME .......ceeeeiiiiiiieneenenn. 1,661 5,030
Other ..oooveiiiiie e 1,154 (213)
Consolidated loss before
INCOME taXES...oceeevvvcerriieeeeee e e (48,729) (39,699)

Increase /
(Decrease)

(1,841)

50,903
1,237
1,233

51,532

(9,198)
45,624

(924)
1,233
36,735
14,797

Change %

(0.5)
180.5

12.7
(52.3)

13.0

(3.3)
72.4

(13.7)

(52.3)
10.6
31.0
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The table below (in thousands, except percentage data) sets forth the segment profit (loss) for the
three months ended June 30, 2008 and the three months ended June 30, 2007 for each segment.

Contract Branded Aviation
Flying Flying Services
Total Total Total
2008 Revenue % 2008 Revenue % 2008 Revenue %
Revenue from customers................ $ 358,246 100.0 $ 79,101 n/m 10,952 100.0
Direct segment costs: @ ................ 271,279 75.7 108,628 n/m 5,845 53.4
Segment profit / (10SS).......ccceeeennnens 86,967 24.3 (29,527) n/m 5,107 46.6
Contract Branded Aviation
Flying Flying Services
Total Total Total
2007 Revenue % 2007 Revenue % 2007 Revenue %
Revenue from customers................ $ 360,087 100.0 $ 28,198 n/m 9,715 100.0
Direct segment COStS: ........covuvvnneen. 280,477 77.9 63,004 n/m 6,769 69.7
Segment profit / (10SS).......ccceeevennnes 79,610 22.1 (34,806) n/m 2,946 30.3

@ Direct segment expenses include special charges of $13.5 million and $8.6 million allocated to Contract Flying and
Branded Flying, respectively, for the three and six months ended June 30, 2008.

Contract Flying. Our decrease in operating revenue for contract flying is primarily due to the timing
of aircraft withdrawals from the Continental CPA. During the three months ended June 30, 2007, 30 aircraft
partially contributed to our contract flying revenue until such time that they were withdrawn from the
Continental CPA and redeployed to our other lines of business. For the three months ended June 30, 2008,
all aircraft outside of the Continental CPA had transitioned and were not contributing to contract flying

revenue. This decrease was partially offset by commencing contract flying under the Delta CPA which
began in June 2007.

Branded Flying. We began Branded Flying on April 2, 2007. Our revenue from such flying was
approximately 18% of our total operating revenue for the three months ended June 30, 2008.

We were not profitable in this operation in the three months ended June 30, 2008. Our results of
operations have been impacted by record high fuel prices affecting the entire airline industry. We
implemented a strategy to limit the impact of future price increases by entering into fixed forward price
contracts with our fuel provider discussed above in Item 1. “Financial Statements and Supplementary Data
— Notes to Consolidated Financial Statements — Note 9 — Commitments and Contingencies” for further
information on our fixed forward price contracts. Our average load factor was negatively impacted by
several things, including a lack of brand awareness and a very aggressive redeployment of aircraft to
Branded Flying driven by the pace of the aircraft released from the Continental CPA. In July 2008, we
announced that we will discontinue flying under the ExpressJet brand and Delta Prorate agreement

effective September 2008 due to crippling high fuel prices that have made the Branded Flying operations
impossible to sustain.
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Aviation Services. Aviation Services was included in Contract Flying in the three months ended
June 30, 2007 as it was not deemed material for segment reporting purposes. For the three months ended
June 30, 2008, Aviation Services had a segment profit margin of 46.6%, up from 30.3% for the three
months ended June 30, 2007, due primarily to additional ground handling contracts secured at more
favorable rates than in 2007.

Operating Expenses

The table below (in thousands, except percentage data) sets forth the changes in operating
expenses from the three months ended June 30, 2008 to the three months ended June 30, 2007.

For the three months
ended June 30,

2008 2007
Total Total Increase/
Revenue % Revenue % (Decrease)
Wages, salaries, and related costs.......... 24.3 27.0 (2.7)
Aircraft fuel and related taxes.................. 21.5 18.6 2.8
Aircraft rentals.......cccoceveeeiiiiiciiieee s 194 21.8 (2.4)
Maintenance, materials and repairs ........ 12.6 13.0 (0.4)
Other rentals and landing fees ................ 6.5 7.4 (0.9
Ground handling ..........ccccovieeiieiiiniiiieen. 5.8 6.1 (0.3)
Outside ServiCes .......coovviiuiiieeieeeeiiiiieen, 3.7 4.4 (0.7)
Marketing and distribution ....................... 2.6 1.8 0.8
Depreciation and amortization................. 2.0 15 0.4
Special charges .......cccoevcvvveeeeee e, 4.8 0.0 4.8
Other operating eXpenses ............cccuvveee.. 6.6 9.2 (2.6)

The following explanations are related to changes between the three months ended June 30, 2008
to the same period in 2007.

Aircraft fuel and related taxes increased 30.3% primarily due to the diversification of our
operations into other business platforms and the increasing cost of fuel. Our fuel price, including related
fuel taxes, is capped at 71.20 cents per gallon under the Continental CPA while the average price of our
fuel, including related fuel taxes, for our operations outside of the Continental CPA was $3.02 per gallon.

Special charges increased $22.1 million primarily due a $12.8 million non-cash impairment of
goodwill related to the original Continental CPA, an $8.6 million non-cash impairment to write-off certain
capital assets, primarily non-moveable equipment, building and aircraft improvements (associated with our
Branded Flying Segment) and $0.7 million non-cash charge related to previously disputed base closure
costs associated with the original Continental CPA. Similar impairment charges did not occur during the
three months ended June 30, 2007.
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Non-Operating Expenses

The table below (in thousands, except percentage data) sets forth the changes in non-operating
expenses from the three months ended June 30, 2008 to the three months ended June 30, 2007.

For the three months
ended June 30,
2008 2007

Total Total Increase /
Revenue %  Revenue % (Decrease)

Impairment charge on investments...... (1.2) 0.0 (1.2)
Interest eXpense ......ccccccvveeeevevvinenennn. (0.6) (0.5) (0.1)
Interest iNCOMe ......ccccvveeeeeeeeeccieeeeeen, 0.3 1.2 (0.9
Capitalized interest .........cccccevveevvinneee 0.1 0.1 0.0
Equity investment [0SS .............ccceueeeeee (0.1) (0.1) 0.0
Other, Net......cooeviiiiei e 0.3 0.0 0.3

The following explanations are related to changes between the three months ended June 30, 2008
to the same period in 2007.

Impairment charges on investments increased $5.2 milion as we impaired our remaining
investment in Wing. We review our investments in unconsolidated affiliates for impairment whenever events
or changes in business circumstances indicate that the carrying amount of the investments may not be fully
recoverable. See Note 5 — Investments in Other Entities” for further discussion of this impairment.
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Comparison of Six Months Ended June 30, 2008 to Six Months Ended June 30, 2007

Operating Revenue and Segment Profit / (Loss)

The table below (in thousands, except percentage data) sets forth the changes in revenue, direct
segment costs and segment profit (loss) from the six months ended June 30, 2008 to the same period in
2007. A significant portion of our operating expenses and infrastructure is integrated across segments
(e.g., for maintenance, non-airport facility rentals, outside services, general and administrative expenses) in
order to support our entire fleet of 274 aircraft; therefore, we do not allocate these costs to the individual

segments identified above, but evaluate them for our consolidated operation.

The presentation of our

consolidated shared costs is consistent with the manner in which these expenses are reviewed by our chief
operating decision makers. These costs are included as a part of the analysis of our operating expenses

below.

Six Months Ended June 30,

Total Total
2008 Revenue % 2007 Revenue %
Revenue from customers................
Contract Flying........coceevevveevnennn. $ 723,920 80.9 $ 764,903 94.6
Branded Flying........cccccvevvvveeeennen, 151,971 17.0 28,198 3.5
Aviation Services .......ccccccoevcuvnnenn. 22,152 25 19,620 2.4
EliMinations..........cooocviieeieieninns (2,699) (0.3) (4,518) (0.6)
Total Revenue from customers....... 895,344 100.0 808,203 100.0
Contract Flying.........cccoovvvveeeiiinns 546,659 61.1 586,207 72.5
Branded Flying........ccccooeveveeeiiinns 226,711 25.3 66,703 8.3
Aviation Services .........ccccvevrvneenn. 12,021 1.3 12,894 1.6
EliMinations...........occecvvveveeeeeiiinnns (2,699) (0.3) (4,518) (0.6)
Total Direct segment costs.............. 782,692 87.4 661,286 81.8
Segment profit..........occcveeeeiinnns 112,652 12.6 146,917 18.2
Shared expenses, including
transition COStS .......ooovviiiiiiieeenenn. (191,432) (175,307)
Impairment charges on
INVESIMENTS....cooiiiiiiiiiieieee s (18,892) —
Interest eXpense ......cccccvvvvvveeeeeenn. (4,871) (3,585)
Interest iNCOME .......coovvvveeeiiieenenns 4,425 9,099
Other v 547 (370)
Consolidated loss before
INCOME taXES...cceeevvvevrviiieeeeee e e (97,571) (23,246)

Increase /
(Decrease)

(40,983)
123,773
2,532
1,819
87,141

(39,548)
160,008

(873)
1,819
121,406

(34,266)

Change %

(5.4)
438.9

12.9
(40.3)

10.8

(6.7)
nm
(6.8)
(40.3)
18.4
(23.3)
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The table below (in thousands, except percentage data) sets forth the segment profit (loss) for the
six months ended June 30, 2008 and June 30, 2007 for each segment.

Contract Branded Aviation
Flying Flying Services
Total Total Total
2008 Revenue % 2008 Revenue % 2008 Revenue %
Revenue from customers................ $ 723,920 100.0 $ 151,971 n/m 22,152 100.0
Direct segment COStS: .....ccoevvuvrnnenn. 546,659 75.5 226,711 n/m 12,021 54.3
Segment profit / (10SS)......cceeveevinnnns 177,261 24.5 (74,740) n/m 10,131 457
Contract Branded Aviation
Flying Flying Services
Total Total Total
2007 Revenue % 2007 Revenue % 2007 Revenue %
Revenue from customers................ $ 764,903 100.0 $ 28,198 n/m 19,620 100.0
Direct segment COStS: ......ccovvnvvnnenn. 586,207 76.6 66,703 n/m 12,894 65.7
Segment profit / (10SS)......ccevveevinnnns 178,696 23.4 (38,505) n/m 6,726 34.3

Contract Flying. Our decrease in operating revenue for contract flying is primarily due to the timing
of aircraft withdrawals from the Continental CPA. During the six months ended June 30, 2007, 64 aircraft
partially contributed to our contract flying revenue until such time that they were withdrawn from the
Continental CPA and redeployed to our other lines of business. For the six months ended June 30, 2008,
all aircraft outside of the Continental CPA had transitioned and were not contributing to contract flying
revenue. This decrease was partially offset by commencing contract flying under the Delta CPA which
began in June 2007.

Branded Flying. We began Branded Flying on April 2, 2007. Our revenue from such flying was
approximately 17% of our total operating revenue for the six months ended June 30, 2008.

We were not profitable in this operation in the six months ended June 30, 2008. Our results of
operations have been impacted by record high fuel prices affecting the entire airline industry and by an
average load factor for the six months ended June 30, 2008 of 65.7%. We implemented a strategy to limit
the impact of future price increases by entering into fixed forward price contracts with our fuel provider
discussed above in Item 1. “Financial Statements and Supplementary Data — Notes to Consolidated
Financial Statements — Note 9 — Commitments and Contingencies” for further information on our fixed
forward price contracts. Our average load factor was negatively impacted by several things, including a
lack of brand awareness and a very aggressive redeployment of aircraft to Branded Flying driven by the
pace of the aircraft released from the Continental CPA. In July 2008, we announced that we will
discontinue flying under the ExpressJet name and Delta prorate agreement effective September 2, 2008
due to crippling high fuel prices that have made the Branded Flying operations impossible to sustain.
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Aviation Services. For the six months ended June 30, 2008, Aviation Services had a segment
profit margin of 45.7%, up from 34.3% for the six months ended June 30, 2007, due primarily to additional
ground handling contracts secured at more favorable rates than in 2007.

Operating Expenses

The table below (in thousands, except percentage data) sets forth the changes in operating
expenses from the six months ended June 30, 2008 to the six months ended June 30, 2007.

For the six months
ended June 30,

2008 2007
Total Total Increase/
Revenue % Revenue % (Decrease)
Wages, salaries, and related costs.......... 25.0 26.2 (1.3)
Aircraft fuel and related taxes.................. 21.7 15.7 5.9
Aircraft rentals........ccccceeeeiiiiiiis 194 21.1 a.7)
Maintenance, materials and repairs ........ 125 12.4 0.1
Other rentals and landing fees ................ 6.6 7.1 (0.6)
Ground handling ..........ccccovveeeee i, 5.8 6.0 (0.2)
Outside SErvViCeS ......cceevvvvvviiireeeee e 3.7 4.0 (0.3)
Marketing and distribution ....................... 2.6 1.2 1.4
Depreciation and amortization................. 1.9 1.6 0.4
Special charges .......ccoevcvvveeeeee e, 2.4 0.0 2.4
Other operating expenses ...........occcuvveeee. 7.3 8.2 (0.9

The following explanations are related to changes between the six months ended June 30, 2008 to
the same period in 2007.

Aircraft fuel and related taxes increased 52.4% primarily due to the diversification of our
operations into other business platforms and the increasing cost of fuel. Our fuel price, including related
fuel taxes, is capped at 71.20 cents per gallon under the Continental CPA while the average price of our
fuel, including related fuel taxes, for our operations outside of the Continental CPA was $2.88 per gallon.

Special charges increased $22.1 million primarily due a $12.8 million non-cash impairment of
goodwill related to the original Continental CPA, an $8.6 million non-cash impairment to write-off certain
capital assets, primarily non-moveable equipment, building and aircraft improvements (associated with our
Branded Flying Segment) and $0.7 million non-cash charge related to previously disputed base closure
costs associated with the original Continental CPA. Similar impairment charges did not occur during the six
months ended June 30, 2007.
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Non-Operating Expenses

The table below (in thousands, except percentage data) sets forth the changes in non-operating
expenses from the six months ended June 30, 2008 to the six months ended June 30, 2007.

For the six months ended June

30,
2008 2007
Total Total Increase /
Revenue % Revenue % (Decrease)
Impairment charges on investments.. (2.1) 0.0 (2.1)
INterest eXPense......ccccveeevvvccvvvveeneeennn, (0.5) (0.4) (0.1)
Interest iNCOME.......ccccvveeeviicciiieeeeeeen, 0.4 1.1 (0.6)
Capitalized interest..........cccoecvvveeeeenn. 0.1 0.1 0.0
Equity investment l0Ss ..........cccceeee... (0.2) 0.0 (0.1)
Other, Net ..o 0.2 0.0 0.2

The following explanations are related to changes between the six months ended June 30, 2008 to
the same period in 2007.

Impairment charge on investments increased $18.9 million due to an other-than-temporary
decline in the value of our ARS of $13.7 recorded in the first quarter of 2008 in addition to a $5.2 million
charge to impair our remaining investment in Wing. See Note 1 — “Summary of Significant Accounting
Policies” for further information on our ARS and Note 5 — Investments in Other Entities” for further discussion
of the equity impairment.
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Certain Operational Information
The following statistical information for the periods indicated is helpful in understanding our financial results:

EXPRESSJET HOLDINGS, INC. AND SUBSIDIARIES
PRELIMINARY STATISTICS

Three Months Ended June 30, 2008 Contract @ Branded @ System ®
Revenue Passenger Miles (RPM) (millions) ..... 2,254 503 2,773
Available Seat Miles (ASM) (millions) ............... 2,812 710 3,556
Passenger Load Factor.......ccccccoovvevveieeneeeninnns 80.2% 70.8% 78.0%
BlOCK HOUIS ....coiiiiiiiiic e 190,362 40,951 233,256
DePArtUreS.......eueeeeeeeieeeeeeeeeeeieeeeeeeeeeeeeeeeeeeneennnnes 99,466 21,390 122,041
Average Price per Gallon of Fuel, including

fuel taxes (dollars) .........cceeeeveeeiieeviieeeiie e $0.74 $2.95 $1.17
Fuel Gallons Consumed (000) .........cccceeeeeeennes 66,092 14,913 81,647
Stage Length (MileS) .....coooiiiiiiiiiiiiiiiieeeeee, 583 666 598
Six Months Ended June 30, 2008 Contract @ Branded @ System ®
Revenue Passenger Miles (RPM) (millions) ..... 4,266 1,001 5,303
Available Seat Miles (ASM) (millions) ............... 5,431 1,524 7,031
Passenger Load Factor.......ccccccoevvevvvineeeeeninnnns 78.6% 65.7% 75.4%
BlOCK HOUIS ....coiiiiiiiiii e 371,544 88,617 465,133
DePArtUreS.......euveeeeeeieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeennnes 193,129 45,792 242,165
Average Price per Gallon of Fuel, including

fuel taxes (dollars) .......ccccceeeeeeeieiiecie e, $0.76 $2.82 $1.19
Fuel Gallons Consumed (000) .........cccceeeeeeennnee 129,017 32,055 162,553
Stage Length (MileS) .....coooiiiiiiiiiiiiiiiieeeeee, 580 667 595

(1) Excludes charter operations as statistics on charter aircraft do not provide meaningful load factor
data due to the fact that pricing is based on cost versus expected passenger count.

(2) Operations commenced April 2, 2007 and July 1, 2007.

(3) Consolidated operations.

Future Costs

For the remainder of 2008 we expect to spend $20 million for severance, meeting aircraft return
conditions and early termination of marketing and facility contracts related to our capacity reductions. Even
after successful implementation of our recently announced cost saving initiatives, we need to remain
committed to providing competitively priced services by controlling our costs. We believe that our costs may
still increase in the future due to:

« changes in wages, salaries and related fringe benefit costs, including changes to our self-
insured medical and workers compensation costs;

« changes in wages related to average seniority increases as a result of our fleet rationalization;

« the aging of our fleet, resulting in higher aircraft maintenance costs;

« changes in the costs of materials and outside services, including our information technology
costs;

 changes in governmental regulations, insurance and taxes affecting air transportation and the
costs charged for airport access, including new security requirements;

« financing costs incurred to satisfy any operating and/or financial obligations.
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In the long term, failure to control our costs would prevent us from remaining competitive and reduce
our ability to limit losses including the opportunities to attract additional corporate customers or to survive
economic downturns.

Liquidity, Capital Resources and Financial Position
Sources and Uses of Cash

At June 30, 2008, our available liquidity, including restricted and unrestricted cash, and our ARS,
was $191.7 million. Our primary source of liquidity is cash flow provided from our operations. For the six
months ended June 30, 2008 and 2007, our operations provided/(used) ($11.9) million and $32.2 million,
respectively. As of June 30, 2008 and December 31, 2007, we had $44.1 million and $24.8 million of
restricted cash, respectively, which is comprised of collateral for our workers’ compensation coverage,
customer deposits for future charter flights, letters of credit, and holdbacks required under our credit card
processing agreements.

For the six months ended June 30, 2008 and 2007, we spent $7.1 million and $32.3 million,
respectively, on capital expenditures. The majority of the expenditures for 2007 were spent on flight and
ground equipment to support our fleet deliveries and the increase in our flight schedules under the
Continental CPA. For the six months ended June 30, 2008, approximately $0.9 million was spent on capital
expenditures for our strategic business ventures which are outside of the Continental CPA and the
remaining $6.2 million was primarily spent on technology for our corporate operations and flight equipment.
We anticipate capital expenditures for the remainder of 2008 to be approximately $5 million.

In light of the amended CPA agreement with Continental, aircraft withdrawals, dramatically lower
utilization, dramatically lower block hour rates, our diminishing stock price and the continuing increases in
the price of fuel, we believe cost restructuring and cash preservation is crucial to sustain our liquidity and
meet our financial obligations through the first quarter of 2009. Additional cost savings initiatives are
essential at this time to maintain an appropriate operating margin and preserve our cash. Our proposed
initiatives needed to contribute toward these goals include, but not limited to, reduction-in-force, wage and
benefit concessions, third-party vendor concessions, reduction in capital expenditures, borrowing against or
liquidating our auction rate securities (“ARS”) and selling our unencumbered assets.

Our 2008 cash flows as of the date of this filing have included the following sources of cash outside of
normal operating revenues:

« $37.8 million tax refund for prior year loss carryback provisions, received in June 2008; and

* $23.0 million, of which $20 million was received in July 2008, non-operating gain from the
monetization of fuel fixed forward contracts subsequent to capacity reductions in September
2008.

We believe that our existing liquidity and projected 2008 cash flows, including the incremental sources
of liquidity described above and implementation of cost saving initiatives will be sufficient to fund current
operations and our financial obligations through the year ending December 31, 2008. However, as noted
above, factors outside our control may dictate that we alter our current plans and expectations and could have
a material adverse impact on our ability to sustain operations over the long term.
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Debt

We did not enter into any new financing transactions in the six months ended June 30, 2008. As of
June 30, 2008, long-term debt, including current maturities, totaled $139.2 million, which consisted of the
4.25% senior convertible notes and the secured debt owed to Export Development Canada, (“EDC”).

In July 2008, we commenced our repurchase offer for $128.2 million aggregate principal amount of
our 4.25% convertible notes and provided written notice to the trustee of our intention to pay the repurchase
price wholly in shares of our common stock. On August 1, 2008 we satisfied $59.7 million in aggregate
principal of outstanding notes that had been validly tendered through the issuance of 163.8 million shares of
our common stock. Following the completion of the tender offer, $68.5 million aggregate principal of our
4.25% Convertible Notes due 2023 remains outstanding. As provided in the amended indenture governing
the notes, the notes have become our 11.25% Convertible Notes due 2023.

Other than the 11.25% Convertible Notes, we do not have any material long-term borrowings or
available lines of credit. Pursuant to the terms of the amended indenture governing the 11.25% notes
outstanding, we did grant a security interest on certain of our property including spare parts and spare
aircraft engines. We agreed that we will not as of any fiscal year end permit the aggregate outstanding
principal amount of the Notes divided by the fair market value of the pledged collateral to be greater than
certain percentages. If such collateral ratios are greater than the applicable maximum, we will pledge
additional spare parts, spare aircraft engines and / or cash and cash equivalents. In addition, If we default
on our payment obligations under our aircraft subleases with Continental, in addition to any other remedies
it may have, Continental can elect to reduce its payments to us under the Continental CPA by the amount of
the defaulted payment. In addition, Continental or we can reduce any payments to the other party under the
agreement in an amount corresponding to any defaulted payments by the other party under the foregoing
obligations.

Purchase Commitments and Contingencies

As of June 30, 2008, we had options for 75 ERJ-145XR aircraft that may be exercised for an ERJ-
145 or similar aircraft. On August 1, 2008, we elected to forfeit 25 of those options. We retain the right to
exercise the remaining 50 option aircraft and fly them for other airlines or under our own code. Currently, we
do not have any firm commitments for aircraft purchases.

Credit Card Holdbacks. The level of credit card holdback under the agreement with our Visa and
MasterCard processors is subject to adjustments based on specific financial triggers that require, among other
things, that we maintain certain financial ratios and levels of operating income and unrestricted cash. Our
current holdback requirement is 100%. This holdback, which is included in restricted cash in our consolidated
balance sheet, totaled approximately $17.8 million and $4.9 million as of June 30, 2008 and December 31,
2007, respectively. The funds held back bear interest and will be made available to us as air travel is
completed.

Under our American Express credit card processing agreement, certain proceeds from advance ticket
sales are held back to serve as collateral to cover any possible chargebacks or other disputed charges that
may occur. These holdbacks, which are included in restricted cash in our consolidated balance sheets, totaled
approximately $7.1 million and $3.6 million as of June 30, 2008 and December 31, 2007, respectively. The
funds held back by American Express bear interest and are subsequently made available to us as air travel is
completed.
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We believe that substantially all of the restricted cash associated with the credit card holdbacks will be
reclassed to unrestricted cash in September 2008, as we discontinue selling air-travel tickets for our branded

flying.

Aircraft, Simulator and Spare Engine Leases. As of June 30, 2008, we had significant lease and
sublease obligations for aircraft, a simulator and spare engines that are classified as operating leases,
which are not reflected as assets or liabilities on our balance sheet. These leases expire between 2013 and
2022. As of June 30, 2008, our expected total minimum rental expense for the full year 2008 under current
and future firm order aircraft, simulator operating leases and spare engine operating leases was
approximately $197.8 million, net of deferred credits amortized through June 30, 2008. Approximately $7.4
million represents the incremental increase of 200 basis points on the aircraft released from the original
Continental CPA. A substantial portion of our aircraft is leased directly by Continental from third parties and
subleased by Continental to us. If Continental were to default under these leases, our ability to retain
access to the aircraft could be adversely affected. Pursuant to the terms of the amended indenture
governing the 11.25% notes outstanding, we did grant a security interest on certain of our property including
spare parts and spare aircraft engines. We agreed that if certain collateral ratios are greater than the
applicable maximum, we will pledge additional spare parts, spare aircraft engines and / or cash and cash
equivalents.

ltem 3. Quantitative and Qualitative Disclosure About Market Risk

We have been and are subject to market risks, including commaodity price risk, such as aircraft fuel
prices, and interest rate risk. See the Notes to Consolidated Financial Statements included in our 2007 10-K
for a description of our accounting policies and other information related to these financial instruments.

Aircraft Fuel

Prior to July 1, 2008, Continental provided all of our aircraft fuel needs for the aircraft covered by the
Continental CPA, and we incurred fuel expense and fuel tax equal to the lower of the actual cost of the fuel
and the related taxes or agreed-upon caps of 66.0 cents and 5.2 cents per gallon, respectively. In addition,
under the Continental CPA, we recovered our fuel expense from Continental with a 10% margin. For the six
months ended June 30, 2008 and 2007, our cost of fuel was 71.2 cents per gallon, including fuel tax within the
Continental CPA.

Our Branded Flying operations can be significantly impacted by changes in the price and availability of
aircraft fuel. Efforts to reduce our exposure to increases in the price and availability of aviation fuel consist of
the utilization of forward-purchase contracts at fixed prices and fuel tankering, where feasible. Fixed-price
arrangements consist of an agreement to purchase defined quantities of aviation fuel from a third party at a
stated price, limiting our exposure to market volatility. As of the date of this filing, we have only committed to
purchase 6.4 million gallons, or 59% of our anticipated Branded Flying fuel needs for July and August 2008, at
a weighted average price per gallon of $2.44, excluding taxes and into-plane fees. Upon the decision to
cease operations for Airlines’ Branded Flying on July 8, 2008, we sold our fixed forward purchase contracts for
periods subsequent to September 2, 2008, which resulted in a non-operating gain of approximately $23
million. For a detailed description of developments after June 30, 2008, please see Note 10 — “Subsequent
Events.

For the six months ended June 30, 2008, Airlines’ consolidated fuel cost, including related fuel taxes,
was $1.19 per gallon. This results from over 75% of our fuel consumption being capped at a lower rate per
gallon within our agreements with Continental.
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Interest Rates

We have potential interest rate exposure with respect to our loan agreement with EDC, which bears
interest at the six-month LIBOR plus 1.75% per annum. The interest rate applicable to this variable rate note
may rise, increasing our interest expense. The impact of market risk is estimated using a hypothetical
increase in interest rates by 100 basis points for our variable rate long-term debt. Based on this hypothetical
assumption, any additional amounts incurred in interest expense for the six months ended June 30, 2008 and
2007 would not be material.

As of June 30, 2008 and December 31, 2007, we estimated the fair value of our $128.2 million and
$134.7 million (carrying values) convertible notes to be $77.6 million and $130.7 million, respectively, based
upon quoted market prices. Changes in the fair market value of our fixed-rate debt could be affected by a
variety of factors including general investor behavior, industry specific risks and interest rate risks. Holders
of this debt had the right to require that we repurchase their notes on August 1, 2008. On that date we
satisfied $59.7 million in aggregate principal of outstanding notes that had been validly tendered. Following
the completion of the tender offer, $68.5 million aggregate principal of our 4.25% Convertible Notes due 2023
remains outstanding. As provided in the amended indenture governing the notes, the coupon associated with
the notes increased from 4.25% to 11.25% which results in an approximate $2.3 million increase in interest
expense on an annual basis.

Item 4. Controls and Procedures.

(a) Evaluation of disclosure controls and procedures. Based on their evaluation of our disclosure
controls and procedures as of the end of the period covered by this report, our Chief Executive Officer and
Interim Chief Financial Officer have concluded that our disclosure controls and procedures are effective.

(b) Changes in internal control over financial reporting. We have not identified any material
weakness in our internal control over financial reporting as of June 30, 2008.

No changes in our internal control over financial reporting during our most recent fiscal quarter have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART Il. OTHER INFORMATION
Item 1. Legal Proceedings.

None.

Iltem 1A. Risk Factors.

The following discussion, which contains certain updated risk factors, supplements the risk factors
discussed in Item 1A “Risk Factors” of our annual report on Form 10-K for the year ended December 31,
2007. Our results of operations and financial condition may vary materially from those we anticipate, estimate
or project due to risks arising primarily in five key areas:

« our ability to operate profitably under the Continental CPA;

« our ability to operate profitably outside of our contractual flying;

« our reliance on Continental for the majority of our revenue;

« rising costs and the highly competitive nature of the airline industry; and
« regulation and other factors.

In addition, our obligations under our 4.25% convertible notes due 2023, and the exchange offer we
are conducting as required by the indenture governing the notes, could materially and adversely affect our
results of operations and financial condition, as discussed below.

The issuance of shares of our common stock in the exchange offer will dilute the ownership
interest of existing stockholders and likely cause a decrease in the market price of our common stock.

As of June 30, 2008, we had 55,952,229 shares of our common stock issued and 52,643,711 shares
of our common stock outstanding. On August 1, 2008, we issued 163.8 million shares of our common stock in
payment of the repurchase price for the $59.7 million principal amount of the notes validly tendered and to
settle accrued and unpaid interest due on that date. Given that the average daily trading volume of our
common stock on The New York Stock Exchange (the “NYSE”) during June 2008 was approximately 2.1
million shares, any sales in the public market of the shares of common stock issued in the exchange offer is
likely to adversely affect the prevailing market price of our common stock.

Amendments to the terms of the convertible notes could increase our obligations and put our
assets at risk.

The terms of the convertible notes remaining after the exchange offer could have a material adverse
effect on our results of operations and financial condition. As previously disclosed, we have unilaterally
amended the indenture governing our convertible notes in order to provide improved terms and additional
flexibility for the noteholders remaining after the exchange offer, including:

» The obligations under the remaining notes are secured with a pro-rata portion (based on the
portion that the remaining notes represent of the total convertible notes that were issued) of
assets with an appraised value of approximately $181 million, including approximately $96
million in spare parts and $85 million of spare engines;

* The interest rate on the remaining notes was increased from 4.25% to 11.25% over the
remaining note term; and

» The noteholders have an additional put right on August 1, 2011.
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The terms of the notes, as amended, could have important consequences by adversely affecting our
financial condition and making it more difficult to satisfy our obligations under the notes and our other
contractual and commercial commitments. The amendments will increase the cash required to service the
interest on the notes. If our business does not generate sufficient cash flow from operations in the future, we
may be required to take actions such as curtailing our business activities, reducing capital expenditures,
selling assets, incurring additional debt or seeking bankruptcy protection. We may not be able to accomplish
any of these actions on terms acceptable to us, or at all. In addition, if we are unable to repay our obligations
under the notes, the trustee could seek to foreclose on the assets securing the notes.

If we do not maintain a market capitalization of at least $25 million and an average closing price
of at least $1.00 per share for our common stock during any consecutive 30-trading-day period, our
common stock could be delisted from The New York Stock Exchange.

NYSE listing standards requires us, among other things, to maintain a market capitalization of at least
$25 million and an average closing price of at least $1.00 per share of common stock during any consecutive
30-trading-day period. On July 18, 2008, we were notified by the NYSE that we were not in compliance with
the NYSE listing standard relating to minimum average share price. We will have six months from the receipt
of this notice to regain compliance with the NYSE’s price condition, or we will be subject to suspension and
delisting procedures. During the six-month period and subject to compliance with NYSE'’s other continued
listing standards, our common stock will continue to be listed on the NYSE and trade on the NYSE Arca. At
the end of the six-month period, we will be in compliance if we have at least a $1.00 share price and have
maintained a $1.00 average closing share price over the preceding 30 consecutive trading days.

This natification was subsequent to our common stock being moved to trading on the NYSE’'s Arca
market under a non-regulatory trading halt condition called a sub-penny halt because our common stock had
traded at a price of $1.05 or less. Our common stock will continue trading on the NYSE Arca market until it
trades above $1.10 per share for an entire trading day. If we are unable to comply with the continued listing
standards of the NYSE, our common stock could be delisted from the NYSE.

Because approximately 85% of our convertible notes are held by seven entities, if a significant
number of notes held by those entities are tendered in the exchange offer, a significant percentage of
our common_stock outstanding after the exchange offer would be held by those entities. Those
entities would have the power to elect a majority of the members of our Board of Directors.

We will issue shares of our common stock in the exchange offer. Assuming that we satisfy the
conditions to repurchasing the convertible notes with shares of our common stock contained in the indenture
relating to the convertible notes, that all of the holders tender all of their convertible notes and a $1.00 price
per share of common stock, if our seven largest note holders exchange their outstanding notes in the
exchange offer, those entities will be able to cast over approximately 61% of the votes in the election of
directors and other matters submitted to stockholders, and will be entitled to receive at least approximately
61% of any dividends or other distributions made to our stockholders. Therefore, if the exchange offer is
completed, a small number of current note holders may control us.

In addition, our board of directors has authorized us to amend our shareholder rights plan to exempt
from that plan any shares of our common stock received by tendering noteholders in our exchange offer. As a
result of this amendment, which is subject to approval by the rights agent, no current noteholder would trigger
our shareholder rights plan solely by virtue of its participation.
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Our operations under the Continental CPA may no longer be profitable.

We amended and restated the Continental CPA on June 5, 2008. The amendments became effective
on July 1, 2008. In contrast to the Continental CPA in effect before the amendments, which had provided for
us to earn a 10% margin on our expenses incurred flying as a regional carrier for Continental the agreement
now has fixed block hour rates, which are subject to an annual adjustment tied to a consumer price index
(capped at 3.5% per annum). The rates are considerably lower than the pre-amendment rates and will result
in lower overall revenues. At this time, it is difficult to quantify the overall financial impact of the changes
because the pre- and post-amendment agreements are substantially different, including with respect to the
services covered. Our results will depend, in part, on the timing of our fleet changes and how successful we
are in reducing our operating costs. We originally derived significant amounts of revenue from the
reimbursement, plus the 10% margin, for aircraft rent, fuel and other expenses. Those expenses, and the
corresponding revenue, will no longer be reflected on our financial statements as they will be incurred directly
by Continental. Moreover, the rates we earn will be fixed and not tied to our expenses; consequently, we
could be unprofitable if we do not manage our costs appropriately. We need to aggressively reduce managed
expenses under the agreement as aircraft are removed from service and returned to Continental. In addition
to reducing volume-related costs as a result of the decrease in our flying, we also need to reduce overhead
expenses consistent with the operation of a smaller fleet. Our initial goal is to reduce our annual operating
costs by approximately $100 million, which will be necessary for us to be profitable. Although a significant
portion of that amount will be volume-driven, we anticipate that overhead reductions will comprise at least
35% of that amount, which we intend to address through a reduction in workforce, wage concessions and
other expense reductions. There can be no assurance that we will be successful in reducing our expenses or
that we will be profitable in the future.

Our operations outside of the Continental CPA may affect our ability to operate profitably.

The aircraft transitioned last year from the Continental CPA to revenue-risk flying agreement with
Delta, ExpressJet branded flying and charter flying have been unprofitable to date. Currently the aircraft
deployed outside of capacity purchase agreements and the associated risks relate to 22% of our fleet. The
risks affecting our operations outside of the Continental CPA include:

« our ability to obtain and finance any expansion at acceptable rates of return;
« our ability to create a profitable recognized brand;

« the condition of the U.S. economy; and

» competitive responses from other air carriers.

We will suspend flying under the revenue-risk flying agreement with Delta and under our branded
commercial passenger flight operations in September 2008. The 39 aircraft currently used in these operations
will be among those returned to the lessor pursuant to our rights under the amended Continental CPA. We
will continue to serve charter customers with a fleet of 30 aircraft through ExpressJet Corporate Aviation. The
aircraft that we retain will continue to be subject to the foregoing risks. We need to successfully develop
markets or customers that are new for us. Our failure to do so effectively will result in our continued
unprofitability.
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We remain dependent on Continental for the majority of our revenue and cash flows.

We currently operate more than 75% of our fleet (205 aircraft) under the Continental CPA and so rely
heavily on the financial and operational stability of Continental. The domestic airline environment in the United
States continues to be extremely challenging for all carriers and Continental experienced a loss in the first
quarter of 2008. Continental has indicated that its own business and financial results are subject to a number
of risk factors, many of which are uncontrollable, including the amount of debt it carries, escalating fuel prices,
delays in scheduled aircraft deliveries, its high labor and pension costs, service interruptions at one of its hub
airports, disruptions to the operations of any of its regional operators, disruptions in its computer systems, and
industry conditions, including the airline pricing environment, industry capacity decisions, industry
consolidation, terrorist attacks, regulatory matters, excessive taxation, the availability and cost of insurance,
public health threats, an economic downturn in the U.S. and global economies and the seasonal nature of the
airline business.

We cannot predict the future impact of these factors on Continental. Moreover, record fuel prices,
changes in fare structures (most importantly in relation to business fares), booking patterns, low-cost
competitor growth, customers’ direct booking on the internet, competitors emerging from bankruptcies with
reduced cost structures, rumored industry consolidation and other changes in the industry cannot be predicted
at this time, but could have a material adverse effect on both Continental’s and our financial condition, liquidity
and results of operations.

Our Continental CPA could be terminated.

We currently operate 205 aircraft for Continental under the Continental CPA. Although Continental no
longer has the unilateral right to remove aircraft from the Continental CPA, Continental is permitted to reduce
that number by 15 aircraft after June 30, 2009. In the event that Continental exercises this right, 190 aircraft
will remain covered by the agreement through its scheduled June 30, 2015 expiration Continental can also
terminate the agreement:

- for cause, at any time without giving us notice or an opportunity to cure;

« at any time upon our material breach that does not constitute cause, including our failure to
complete a specified percentage of our scheduled flights, if the breach continues for 90 days
after we receive notice of the breach; and

eat any time, upon two business days notice upon but with no opportunity to cure, if
Continental reasonably and in good faith determines, using recognized standards of safety,
that there is a material safety concern with our operation of any flights under the agreement.

We could lose access to our aircraft, facilities and regulatory authorizations if the Continental
CPA were terminated.

We currently lease or sublease almost all of our aircraft from Continental. If Continental terminated the
Continental CPA for cause, it would have the right to terminate our leases and subleases for aircraft covered
by the agreement at the time of termination. Additionally, if Continental’s financial condition deteriorated and it
filed for bankruptcy protection, it would have the ability to reject the leases or subleases on our aircraft. There
can be no assurance that Continental will have sufficient liquidity to fund its future operations and other
financial obligations, especially in the event additional adverse factors beyond its control occur, such as
escalating fuel prices, terrorist attacks or adverse regulatory rulings.
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Additionally, if the Continental CPA were terminated for any reason, including termination at the end of
its term on June 30, 2015, we could lose access to some or substantially all of our airport facilities and other
services that Continental currently provides to us, as well as our take-off and landing slots and route
authorities. Continental leases most of the airport facilities that we use. We could be required to vacate the
terminal facilities (or all facilities if the termination resulted from our material breach of the Continental CPA)
that are subleased to us by Continental, and to use commercially reasonable efforts to assign to Continental
or its designee any lease in our name where we fly for Continental. Consequently, to offer airline services in
the same markets, we would have to arrange to use the same or other airport facilities, take-off or landing
slots, route authorities and other regulatory authorizations used for scheduled flights at potentially higher
rates. We cannot provide any assurance that we would be able to gain appropriate access to airport facilities,
slots or other authorizations, or would not incur a significant increase in our costs to do so.

We may not be successful in retaining qualified personnel to maintain the current level of
customer service and reliability.

Labor costs constitute a significant percentage of our total operating costs, and wage rates, in general,
are increasing. To return to profitability, we are in the process of beginning a reduction in work force and are
seeking wage and salary concessions from each of our employees that remain. Because of this, our
employees may elect to seek other employment opportunities, thereby increasing our recruiting and training
costs. We cannot guarantee that we will be able to continue to find qualified personnel to fill our vacancies.
As our workforce matures, we may not be able to cover the resulting higher wage rates if competition or other
conditions do not permit us to achieve sufficient revenues. Approximately 65% of our employees are covered
by collective bargaining agreements. Deterioration in our labor relationships could significantly impact our
operations and results.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
Issuer Purchases of Equity Securities

In July 2005, our board of directors authorized the expenditure of up to $30 million to repurchase
shares of our common stock. In February 2006, the board authorized the inclusion of our 4.25% convertible
notes due 2023 within the previously announced $30 million program. For the three months ended June 30,
2008, we purchased $3.0 million of our 4.25% convertible notes leaving a current balance of $7.1 million
within the program for additional purchases.

(d) Maximum

(c) Total value of
number shares / notes
of shares that may yet
(a) Total purchased as be purchased
number of (b) Average part of publicly under
shares price paid announced the program
Period purchased(l) per share program(z) (in miIIions)(s)
April 1 to April 30, 2008..................... 1,461 $ 2.66 — $ 15.6
May 1 to May 31, 2008............ccuee...e. 41,734 $ 2.24 — $ 15.6
June 1 to June 30, 2008.................... 41 $ 1.95 — % 15.6
TOtAl- oo 43,236 $ 2.25 — 7.19
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1)
(2)
3)
(4)

Shares shown were withheld to satisfy individual employee tax obligations arising upon the
vesting of restricted stock awards and do not count against our securities repurchase program.
Amounts shown relate to shares of our common stock repurchased within our securities
repurchase program.

Amounts shown reflect the remaining balance available for repurchases of our common stock
within our securities repurchase program.

Amounts shown reflect repurchases of $14.4 million of our common stock and $8.5 million of
our 4.25% convertible notes included within our securities repurchase program.

Item 3. Defaults Upon Senior Securities.

None.

Item 4. Submission of Matters to a Vote of Security Holders.

Holdings' annual meeting of stockholders was held on May 23, 2008. Patrick Kelly, James B.
nie S. Reitz were re-elected to the board of directors as Class | directors with 43,178,787,
42,853,823 votes For and 3,480,557, 3,633,879 and 3,805,521 votes Against, respectively.
Ratification of Ernst & Young LLP as our independent auditors received 46,519,840 votes For, 101,206

Ream, and Bon
43,025,465 and

votes Against, 3

One June 30, 2008, we held a special meeting of the stockholders of the company to vote on two
proposals. Proposal (1) for the approval of the issuance of such number of shares of our common stock as
may be reasonably necessary to repurchase all of our outstanding 4.25% convertible notes due 2023 was
approved with 33,528,340 votes For, 2,917,625 votes Against, 51,380 abstentions and zero broker non-votes.
the approval of an amendment to our certificate of incorporation to increase the authorized
number of shares of common stock from 200 million to 400 million shares was approved with 32,328,694

Proposal (2) for

votes For, 4,119

8,298 abstentions and zero broker non-votes.

,037 votes Against, 49,614 abstentions and zero broker non-votes.

[tem 5. Other Information.

None.
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Iltem 6. Exhibits.
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3.3

10.1

10.2

10.3

10.4

10.5

10.6

311

31.2

32.1

32.2

Restated Certificate of Incorporation, (incorporated by reference to Exhibit 3.1 to the Company’s
report on Form 10-Q for the quarter ended March 31, 2005, File No. 1-31300).

Restated Certificate of Incorporation, dated April 21, 2005, as amended by the Certificate of
Amendment to the Restated Certificate of Incorporation, dated July 2, 2008.*

Amended and Restated Bylaws (incorporated by reference to Exhibit 3.1 to the Company’s Current
Report on Form 8-K filed on May 24, 2007, File No. 1-31300).

Second Amended and Restated Capacity Purchase Agreement among Continental Airlines, Inc.,
ExpressJet Holdings, Ind., XJT Holdings, Inc. and ExpressJet Airlines, Inc., dated as of June 5,
2008. ™ *

Amendment to James Ream’s Employment Agreement dated April 10, 2008 .

Amendment to James Nides' Employment Agreement dated April 10, 2008 .%

Amendment to Charles Coble's Employment Agreement dated April 10, 2008 .®

Amendment to Scott Peterson's Employment Agreement dated April 10, 2008 .

Amendment to Frederick Cromer's Employment Agreement dated April 10, 2008 .

Rule 13a-14(a)/15d-14(a) Certification by Chief Executive Officer.®

Rule 13a-14(a)/15d-14(a) Certification by Interim Chief Financial Officer.®

Section 1350 Certification by Chief Executive Officer.?

Section 1350 Certification by Interim Chief Financial Officer.?

@ Filed herewith.
@ Furnished herewith.

*The Company has applied to the Securities and Exchange Commission for confidential treatment
for portions of the exhibit.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, ExpressJet Holdings, Inc. has

duly caused this report to be signed on its behalf by the undersigned hereunto duly authorized.

EXPRESSJET HOLDINGS, INC.
(Registrant)

Date: August 8, 2008 s/Phung Ngo-Burns
Staff Vice President and Interim Chief Financial Officer
(Interim Principal Financial Officer and Principal
Accounting Officer)
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Restated Certificate of Incorporation, dated April 21, 2005, as amended by the Certificate of
Amendment to the Restated Certificate of Incorporation, dated July 2, 2008.*

Amended and Restated Bylaws (incorporated by reference to Exhibit 3.1 to the Company’s Current
Report on Form 8-K filed on May 24, 2007, File No. 1-31300).

Second Amended and Restated Capacity Purchase Agreement among Continental Airlines, Inc.,
ExpressJet Holdings, Ind., XJT Holdings, Inc. and ExpressJet Airlines, Inc., dated as of June 5,
2008. ™ *

Amendment to James Ream’s Employment Agreement dated April 10, 2008 .

Amendment to James Nides' Employment Agreement dated April 10, 2008 .%

Amendment to Charles Coble's Employment Agreement dated April 10, 2008 .®

Amendment to Scott Peterson's Employment Agreement dated April 10, 2008 .

Amendment to Frederick Cromer's Employment Agreement dated April 10, 2008 .

Rule 13a-14(a)/15d-14(a) Certification by Chief Executive Officer.®

Rule 13a-14(a)/15d-14(a) Certification by Interim Chief Financial Officer.®

Section 1350 Certification by Chief Executive Officer.®

Section 1350 Certification by Interim Chief Financial Officer.?

@ Filed herewith.
@ Furnished herewith.

*The Company has applied to the Securities and Exchange Commission for confidential treatment
for portions of the exhibit.
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